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SUMMARY 
The central issue of this research study is identifying and understanding what drives 
service loyalty. Whilst modem management are shiffing their resources from offensive to 
defensive marketing, little is known on what or why customers remain loyal to their 
service providers. Furthermore, essential knowledge in this direction is missing because 
very little research has been conducted in this area. Management therefore are at a 
disadvantage in devising strategies towards retaining customers as they are uncertain 
whether it is quality, or the overall satisfaction, or the satisfaction with every encounter, 
or price, or some other variable(s) that is keeping customers with their company instead 
of switching to other service providers. 
Since incorporating all the plausible variables that have an effect on loyalty would have 
resulted in an unmanageable research study, a literature search was conducted to identify 
the key variables that are substantively regarded as having an important impact on 
loyalty. Five variables were selected and a conceptual model was built and tested using 
structural equation modelling. The data was obtained in Malta and the vehicle for testing 
the model was customer loyalty in the personal banking sector. A one-step approach was 
initially used to empirically investigate the hypothesised relationships among the 
constructs. Since no meaningful results were obtained, a two-step approach was therefore 
resorted to. The resultant restricted model was then empirically tested. The results 
indicated that the model had an overall adequate fit. 
All the hypothesised relationships, with the exception of one, were supported by the 
study. Without any doubt, it proved to be very useful to distinguish between encounter 
and overall satisfaction because encounter satisfaction contributed significantly towards 
Service Quality, Overall Satisfaction and Loyalty. From a managerial perspective, this 
vindicates the dictum that companies must ensure that the 'moments of truth' are properly 
managed since the point of interaction with the company is the actual service that is 
perceived by the customer. Both Switching Costs and Involvement are established to be 
key drivers in the pursuit of Loyalty whilst the strong effect of Service Quality on Overall 
Satisfaction and the resultant effect that Overall Satisfaction has on Loyalty provides 
further support to the marketing literature that the attainment of Overall Satisfaction 
should be the prime focus of managerial attention. Whilst the mediating role of Service 
Quality is not in doubt, its direct effect on Service Loyalty has proved to be not 
sigmificant. 
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CHAPTER 1 
INTRODUCTION 
CHAPTER 1. 
INTRODUCTION 
1.1. The Research Focus 
Company executives are beginning to realise the importance and the economic 
benefits of maintaining a high level of customer loyalty. However, despite efforts by 
companies to try to serve clients better, very few have managed to achieve meaningful 
improvements in customer loyalty (Reichheld, 1993). As a matter of fact, it Is only 
fairly recently that the direct benefits of adopting 'defensive marketing', in preference 
to the once more popular 'offensive marketing', has been real: ised as being a potential 
strategic marketing tool. Defensive marketing effectively uses less marketing, 
resources and achieves the same results (Fomell and Wernerfelt, 1987,1988). As a 
consequence therefore, one would expect companies to continue finding more 
effective methods of trying to keep their customers, in view of the fact that it is 
estimated by researchers that it is less costly to retain customers than to attract new 
ones (Anderson, Fomell, and Lehman, 1994). According to Oliver (1997, p404), the 
actual value of maintaining a loyal customer to a firm is a relatively new concept and 
the consequential direct impact that loyalty has on profits can be enormous. In fact, 
Oliver (1997, p404) cites a reference made by Jewett (1994) regarding the Ford 
company which estimated that a one percent increase in loyalty is worth 
approximately $100 million in profits. In addition to the direct benefits to profits, 
loyal customers require less marketing attention than new, or non-loyal, customers. 
Therefore, company efforts and resources can be re-directed towards for instance, 
product and service enhancements instead of expensive marketing campai, -,, ns aimed 
at retaining customers (Oliver, 1997, p404). 
The research interest on customer loyalty has also coincided with the emergence of 
the relationship marketing paradigm, which unlike traditional marketing theory has a 
much broader goal-oriented scope towards the customer. In relationship marketing, 
the marketing success of a company is in the building and enhancement of customer 
relationships, for instance, in trying to transform indifferent customers into loval ones 
-, 
and also in customer retention strategies (Berry, 19833). Marketers are therefore 
repositioning their strategies and are now becoming more customer onented realising 
the importance of focusing their marketing activities towards customer lovaltv 
programmes. These strategies should enable companies to crain competitiVe 
advantages over their competitors. In fact, the increase in 21obal competition 
especially due to the ease of entry into markets, which were at one time totally 
protected, has made the task of managing loyalty nowadays a focus for manav-erial 
challenge (Dick and Basu, 1994). 
In consumer behaviour theory, customer loyalty forms part of post-purchase 
behaviours, that is after the pre-purchase selection process and the purchase phase of 
the consumption process has taken place. The trend in theorising and concept building 
on post-purchase behaviours, in particular the research on complaining behaviour, 
word-of-mouth, repeat purchase, and brand loyalty has been growing steadily in 
recent years partly due to the research work on the relationship marketing paradigm, 
but also due to the extensive interest and debate by researchers on customer 
satisfaction and service quality. Notwithstanding however, loyalty in the customer 
satisfaction and service quality literature, still occupied a secondary role as it is a post- 
purchase behavioural construct that is, an effect, or consequence of satisfaction or 
service quality and hence not focal to the satisfaction, or quality, debate. Similarly, 
complaining behaviour and word-of-mouth are also post-behavioural constructs. All 
post-purchase behavioural constructs form part of the 'subsequent effects' of the 
evaluative judgement of consumer behaviour, as can be seen in Figure I., because 
they describe consumer reaction and behaviour to a purchase after the consumption 
process has taken place. In the post-purchase phase of consumer behaviour, the focus 
of the majority of studies (for instance, Gronhaug and Zaltman, 1981; Resnik and 
Harmon, 1983) has been more directed towards examining complaint behaviour and 
negative word-of-mouth reactions (Richins, 1983b; Curren and Folkes, 1987) and the 
resultant strategies needed to neutralise the effects of customer dissatisfaction. 
However, there are some studies (LaBarbera and Mazursky, 198-3'. Oliver and Swan, 
1989) that have investigated the positive implications of customer satisfaction and the 
influences that satisfaction has on repeat purchase intentions and other positive post- 
purchase attitudes, such as loyalty behaviour. But these studies are relatively few, as 
consumer behaviour researchers tended to concentrate their research work on 
dissatisfaction and its consequential negative effects on consumer behaviour. 
The Evaluation Process Abstraction Model, adapted from lacobucci et al, ( 1996), is 
depicted by Figure I 
-I., 
below. The loyalty construct is positioned in the 'subsequent 
effects' part of the model together with the other post-purchase behaviour constructs 
such as, for example, complaining behaviour and word-of-mouth. The model 
hereunder helps in the visualisation and understanding of the location and relationship 
of the loyalty construct and its relative importance in the pre-purchase, consumption 
and post-consumption evaluative consumer behaviour processes. 
Figure 1.1. The Evaluation Process Abstraction Model 
PERCEPTIONS: 
Observed experience 
Perceived perfonnance 
COGNrT'fVE INTEGRATTVE 
PROCESSING. 
Gap model 
Disconfirmation paradigm 
STANDARDS: 
Expectations 
Comparative base 
Source- Adapted from lacobucci et al., (1996). 
EVALUATIVE 
JUDGEMENT: 
Service Quality 
Satisfaction 
SUBSEQUENT 
EFFECTS 
Complaining behaviour 
Word-of-Mouth 
Loyaltv 
The studies on post-purchase processes have therefore attracted increased attention 
because researchers are trying to understand the reasons why purchases are being 
made. Purchases that are made solely as a result of initial, or routine, buying decisions 
should be separated, or differentiated, from purchases that are made as a consequence 
of repeat purchasing behaviour of satisfied consumers (Oliver, 199' W. It is the latter 
proposition that has important implications for both consumer behaviour theorists and 
marketers and is the main focus of this research study. 
4 
1.2. The Research Problem and Objectives 
The key question concerning this dissertation is identifying which are the main 
constructs that affect service loyalty. A literature search identified that there are a 
number of antecedent variables that influence and affect loyalty. However, this 
study will be focusing on only five of these variables namely, overall satisfaction, 
encounter satisfaction, service quality, involvement and switching costs. There are 
several questions that need to be addressed in particular How are these constructs 
related to service loyalty? What are the inter-relationships of these constructs" Are 
the links direct or are they just mediating effect links? 
There are some studies that have examined direct hypothesised links between some 
of these antecedent variables and the loyalty construct. However, very little 
research has been done on how these variables tend to interact in toto that is, if they 
are all considered in one conceptual model. This is important because it is not 
enough to identify whether the individual antecedent variables have an effect on 
loyalty. The real world is not made up of singular relationship effects but rather of 
more complex intertwinning of several relationships of different variables. 
Examining interactive relationships, as hypothesised by a conceptual model, can 
have important implications for both theory development and for the practitioners 
in general. 
In order to examine the inter-relationships of the antecedent constructs of service 
loyalty, a model depicting the expected linkages between the constructs and their 
respective association needs to be built. The links between the constructs are the set 
of hypotheses that the research must establish a prl'orl'. Whether these hypotheses 
are either supported, or are rejected, Will depend on the results of the data gathered. 
In addition, in model building methodology, the model Per se will also be tested for 
its overall fit and is also either accepted or rejected. From the literature search 
undertaken, a conceptual model is being proposed, as depicted by Figures 5.1. and 
5.2. This model has not been conceptually identified. or empirically tested by other 
researchers. In order to achieve the objectives of this research. the steps as 
explained hereunder, need to be followed- 
* first, a review of the literature needs to be undertaken in order to identify the 
variables that affect the service loyalty construct. 
0 second,, the literature review should hl-ghlight several propositions of the 
hypothesised links between the constructs. The causal, or directional links, in 
model building have to be made on substantive grounds. 
0 third, appropriate data needs to be gathered so that the proposed hypothesised 
links between the constructs together with the model in toto are empirically 
examined and tested. 
1.3. The Framework of the Research 
A literature search on loyalty was made prior to this study. It was identified that 
research work, both theoretical and empirical, that investigated loyalty Within the 
services context was very scarce. In fact, loyalty research has not advanced much 
since the seventies and the studies by Gremler (1995), and Gremler and Brown (1996) 
provide the next big jump in the loyalty literature. The few loyalty studies, which 
were identified, did not go beyond the area of investigation on issues other than the 
operational definitions, or the measurement of the loyalty construct. In fact, the 
loyalty literature revealed that there were few attempts by researchers to develop 
conceptual frameworks of loyalty, or how the loyalty construct is related to other 
variables. Furthermore, when models were hypothesised, very few empirically tested 
the inter-relationships of the constructs. Another interesting finding is that no attempts 
were identified to justify the theoretical underpinning of loyalty. It was only after a 
research of the consumer behaviour literature that the researcher could identify a 
theoretical underpinning of the loyalty construct. 
Therefore,, as the studies by Gremler (1995), and Gremler and Brown (1996) provide 
the next big advancement in the loyalty literature, this study will replicate and build 
on the research work by these two authors. In particular, the research model builds on 
the research work by Gremler (1995), and Gremler and Brown (1996) by the inclusion 
of two distinct satisfaction constructs (encounter and overall satisfaction), instead of 
the one overall satisfaction construct used in their model, and by the inclusion of the 
service quality and the involvement constructs. The omission of the perceived service 
6 
quality construct is described by Gremler as a limitation of his study (Gremler, 199 J). 5 
The effects of perceived service quality and satisfaction on behavioural intentions 
(loyalty in the case of this study) have seldom been examined when both variables are 
included in one model (Gotlieb et al., 1994). Furthermore, both Cronin and Taylor 
(1994) and Parasuraman, Zeithaml and Berry (1994) are in agreement that the 
directionality of the service quality and satisfaction relationship is still In question and 
that future studies of these relationships are therefore still needed (Cronin and Taylor, 
1994). The inclusion of the perceived service quality and the two satisfaction 
constructs in one conceptual model will extend the satisfaction- service quality debate 
to the loyalty literature and no such research proposals have been identified to-date. 
Finally, the need to identify the causal ordering of the two satisfaction constructs 
(encounter and overall satisfaction) and the service quality construct is cited by Bitner 
and Hubbert (1994) as an area for future study. It should also contribute to the 
controversy of the causal link between the two satisfaction constructs and the service 
quality construct. Which of these three constructs is the better predictor of later 
consumer behaviour, such as loyalty, is also cited by Bitner and Hubbert (1994) as an 
area for future research. 
To-date, there is no known model that has hypothesised and empirically tested the 
interrelationships amongst the constructs under study in one conceptual framework. 
This study will therefore continue on the path followed by Gremler (1995), and 
Gremler and Brown (1996) and hopefully place 'another small stone' on the work 
already done by these two authors thereby contributing to knowledge in this area of 
research. 
1.4. Overview of the Dissertation 
The theoretical underpinning of loyalty is first reviewed in Chapter 2. Focus is here 
made on how learning theories help explain the development of loyalty. The influence 
of involvement is also reviewed in this chapter. Chapter 3 contains a full literature 
search on the various types of loyalty, the definitional controversies and the factors 
that are thought to influence the loyalty construct. Chapter 4 describes the various 
methodological issues that are pertinent for this study. In Chapter --" the proposed 
conceptual model together with the hypotheses of the research, as identified 
in the 
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literature search, are introduced. The baseline model is also tested but is rejected due 
to severe mi sspecifi. cation problems of the measurement sub-models. Chapter 6 
consists of factor analysing each and every construct to enable the refinement of the 
measurement scales. The identification of the factors of the respective constructs 
through factor rotation is also undertaken in this chapter. The results of Chapter 6 
serve as a platform for Chapter 7. In this chapter a restncted model is proposed and 
tested. The overall fit of the model is adequate but two hypotheses are not supported 
by the data gathered. Henceforth, this chapter also offers an alternative model that has 
a more satisfactory overall fit than the restricted model. Finally, Chapter 8 reviews the 
ar , points out 
the results of the findings, discusses the implications of the rese ch, 
limitations of the study and suggests possible direction for future research. 
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CHAPTER 2. 
A REVIEW OF THE LITERATURE I 
CHAPTER 2. 
A REVIEW OF THE LITERATURE I 
2.1. Introduction 
The literature review is divide into two chapters. Chapter 2 begins with a review of 
the theoretical underpinning of loyalty in particular how the behavioural and the 
cognitive learning theories help explain the development of consumer loyalty. The 
involvement-commitment theory is then reviewed since the involvement construct 
is hypothesised to have both a direct and mediating role on loyalty. 
Chapter 3 starts by reviewing the different ways loyalty has been operational 1 sed 
This is followed by a summary of the various definitions of loyalty and by a 
definition of service loyalty that will be used in the context of this study. The few 
main research models of customer loyalty and service loyalty that were identified in 
a literature search will then be reviewed next. This review is important because it 
enables the identification of the main factors that were either hypothesised by 
researchers to influence the customer loyalty, or the service loyalty, constructs or 
that were identified and empirically tested to have a direct effect on the 
development of loyalty. In this part of the study, these factors, or antecedents of 
loyalty, are then reviewed individually to enable a better scrutiny of the level of 
support that these factors have in the literature. 
Finally, Chapter 3 closes with a summary of the literature review (both Chapter "' 
and Chapter . 3). The importance and implications of this research study will 
then be 
reviewed in the last part of this chapter in order to highlight the scope of this 
research study. 
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2.2. Theoretical Underpinning 
2.2.1. Learning Theories and Loyalty: Behavioural Learning 15 
Marketing researchers have borrowed fi7om many areas of psychology in particular 
need satisfaction models, field theory and psychoanalytic theory. These have pro,,, -Ided 
marketers with the necessary tools for the understanding and for the prediction of 
consumer behaviour. However,, learning theory, in particular behaviourism and 
cognitive theory, has not been fully exploited in the development of marketing 
thought. In fact, few marketing scholars have given due consideration to behaviourism 
as a tool for the understanding of certain aspects of consumer behaviour (Nord and 
Peter, 1980). The application of learning theories to consumer behaviour studies is 
important because it explains how consumer behaviour is effected by information and 
experience. For instance, most of the information retained in memory by consumers 
comes fi7om the process of cognitive learning whilst other forms of behavioural 
learning can take place when consumers copy observed behaviour of others and/or by 
the process of reinforcement of behaviours. As all forms of learning may apply to a 
purchase decision, marketers are as a consequence very interested to know what 
consumers think about their brands as these views and opinions are the very 
precursors of purchases and consumption (Foxall and Goldsmith, 1994, p7l). 
The field of learning is frequently associated with behaviourism. which was the 
dominant approach in the first half of the twentieth century. During the 1960s a new 
approach called cognitive psychology began to develop primarily because its 
proponents were dissatisfied with the behavioural approach (Mazur, 1998, p1l). 
Behaviourism is also known as behavioural learning, instrumental conditioning, 
behavioural modification, or operant conditioning and is derived from the works of 
Skinner (195-33) and Thorridike (1911) (Rothschild and Gaidis, 1981. Bergiel and 
Trosclair, 1985). The main fundamental difference between the cognitive and the 
behavioural schools is that whereas in cognitive theory, learning is reflected by 
changes in knowledge and is a function of conscious mental processes, in the 
behaviourist school, learning is predominantly an unconscious change in overt 
behaviour (responses) that occur as a result of exposure to stimuli. In the latter 
approach mental processes are not taken into consideration and a person is observed 
to have learned if there is a response to a known stimulus. For instance, In a marketing 
concept, a transaction occurs when a purchase behaviour (response) takes place and a 
product (stimulus) is received by the consumer. If the product is pleasing and the 
consumer is satisfied with the product, then the probability of repeat purchasing (a 
measure of loyalty) the same product should theoretically increase. In this incident, 
"learning has taken place as stimulus elements are progressively conditioned to a 
particular response under the influence of a reward" (Lawrence, 1969, p1 -3 ) 7). The 
key 
to successful marketing is therefore closely tied with providing the right reinforcers 
(product attributes, situations, or events, that will strengthen the likelihood of a 
specific response) so that, through satisfaction with the product attributes, repeat 
purchasing will recur (Rothschild and Gaides, 198 1). 
Swan and Combs (1976) and Maddox (1981) classified product attributes (S2 in 
Figure 2.1 below) as having two distinct but important dimensions- instrumental 
performance and expressive performance. The instrumental dimension is the 
physical characteristics of the product whilst the expressive dimension refers to the 
non-material and psychological (subjective to the consumer) level of performance 
of the product. The studies by Swan and Combs (1976) and Maddox (1981) 
indicate that for certain types of products, products whereby people would judge 
the consumer on the basis of what is purchased, acceptable levels of instrumental 
factors in the performance of these products were a necessary but not a sufficient 
condition for satisfaction to be reached. It was only the expressive (psychological 
and non-material attribute) dimension that produced satisfaction in consumers for 
certain types of products. An example of these products are for instance, cars, 
clothing, furniture, and a house. These classes of products require a certain element 
of involvement and commitment at the time of purchase and are classified as high- 
involvement products, or services. However. there are other types of products 
whereby the instrumental dimension of the product was a sufficient condition 
for 
satisfaction. These products are, for example, laundry soap, glue, batteries, ice 
creams, and other similar low profile products, are normally regarded as low- 
involvement products, or services. It was furthermore identified in the studies 
bv 
Swan and Combs (1976) and Maddox (1981) that irrespective of whether the 
products were low, or high involvement products, the instrumental and expressive 
Ih 
dimensions concepts could also be applicable to situations. For instance, the 
primary aim in shopping is the purchased items. This according to the studies can 
be defined as an instrumental dimension. However, the care taken, the respect 
shown and the attention given during the act of shopping is seen as an expressive 
dimension and it is this latter dimension that might ultimately influence the 
consurner's purchase decision. This consumer- servi ce provider interpersonal 
relationship concept is an important aspect in the purchase-repurchase phase of the 
consumption process. Mowen and Minor (1998, p417), borrowing the ideas from 
Deighton (1992), applied and extended the concept of performance to the consumer 
under the conditions of low and high involvement contexts. They describe 
consumer performance as an event whereby both the consumer and marketer 
interact under the condition of obligation and identified three possible types of 
consumer performances that is possible in a marketing exchange. These are- 
1. Contracted perfonnance- In this situation, both the consumer and marketer have 
minimal interactions and normally occurs With the purchase of low-involvement 
goods. 
2. Enacted performance- In this case, the consumer and marketer have sufficient 
latitude to place blame for the outcome of the transaction. This occurs very 
frequently with high- involvement products, or services. 
3. Dramatistic - 
performance: In this instance, both the consumer and marketer know 
that a show IS Occurring with each party becoming concerned with the real motives 
of the other. This possibility occurs in the event of the highest-involvement 
situations. 
The underlying theory of behavioural learning depicting a hypothesised situation of 71 
repeat purchasing behaviour is therefore shown by Figure 2. L, below. In this 
example, advertising (SO triggers off a product awareness (RI) and depending on 
the intensity of advertising the consumer is induced into the trial purchase phase 
(R2). If the product attributes (S2) are viewed positively by the consumer and there 
is product satisfaction (positive reinforcement) then the probability of repeat 
purchasing (R3 ...... n) will increase 
(Rothschild and Gaidis, 1981). In this instance 
therefore, the process of learning will lead the consumer into habitual purchasing 
behaviour especially if the consumer is satisfied with the product to the extent that 
after repetitive purchasing the consumer "-III eventually buy the product with little 
information search and brand evaluation (Assael, 1995. pI25). 
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Figure 2.1. Behavioural Learning Theory in a Marketing Context 
S, jo R, 
Advertising Awareness 
Knowledge 
R2AO S2 
.- Reinforcement: P (R n) jýý P, 10 Trial Purchase ct Satisfaction Increased Probability 
Behaviour Attributes of Repeat Behaviour 
Source- Rothschild and Gaidis, (198 1). 
However, both Rothschild and Gaidis (1981) and NEttal, (1987) point out that their 
behavioural learning theory models are more appropriate for low-involvement 
products, situations or decisions. In these instances, purchases are normally not 
very important to the consumer both in terms of product, or service performance 
dimensions and also regarding the self-image of the consumer. In addition, the 
perceived risk associated with the purchase of these low-involvement products 
often tends to be very small. Consumers in these purchase situations have very 
weak, or low, cognitive processes for adequate decision making and very little 
information processing on the product is provoked by the intended purchase. As a 
result, in the case of purchase situations that constitute low-involvement purchases, 
behavioural learning theory seems to be more than adequate in explaining how the 
purchase-consumption-repurchase process works. 
2.2.2. Cognitive Learning 
Nord and Peter (1980) indicated that the intnnsic differences between behavioural 
and cognitive learning when applied to a marketing context is that whilst in the case 
of behavioural learning, learning takes place as a result of reinforcement. in 
cognitive learnim-1, learning is a result of more complex inte, -, nalisation of product 
attributes and decision making processes especially if the products invol,,,, ed are of a 
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high involvement nature. Not all learning therefore occurs as a result of responses 
to stimuli, or through trial-and-error situations, up to the point where consumers are 
rewarded for their efforts by choosing the right, or appropriate beha-,,, iour, or 
product. Learning can also takes place as a result of thinking, remembenng, 
problem solving, developing insight into situations, and in the formation of 
concepts and ideas (Mowen 1995, p132). 
Beatty et al., (1988) hypothesised that there was a correlation between the 
consumer )s degree of involvement and brand loyalty. They suggested that the 
higher the level of involvement products (that is, products causing major concern or 
arousal at the point of purchase) the higher would be the extent of the decision- 
making process by consumers including intense pre-purchase search and greater 
product deliberation and information acquisition. Once a choice is ultimately made, 
consumers would tend to be very brand committed and it would be very difficult to 
switch consumers to another brand. They concluded that as a consequence, a high 
involvement purchase would ultimately lead to brand loyalty. Similarly, Mittal 
(1987) identified that when consumers are purchasing low involvement products 
their level of mental activity is low whilst when high involvement purchases are 
made this tended to heighten the level of mental activity of consumers. For 
instance,, buying an ice cream does not involve the same financial involvement- risk 
and commitment as buying a house, or an expensive car. Therefore, the implicit 
assumption according to Mittal (1987) is that low-involvement situations will 
generate non-cognitive, non-verbal, pictorial, holistic processing of information, 
whereas high-involvement will trigger verbal, cognitive and attribution processing. t= 
Zaichkowsky (1985) was one of the first consumer behaviour theorist to try to 
measure the involvement construct when consumer behaviour theorists started 
viewing consumer behaviour in terms of a two-fold d1chotomy. low-involvement 
consumer behaviour and high- involvement consumer behaviour. In particular. this 
dichotomy became even more pronounced when it was identified that the average 
consumer made a number of deci ions on a day to day bas's but very few of these s 
decisions were of an important nature that required an active information 
processimaz technique for a reasoned decision to be ultimately made (Kassarjian. 
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1981). Zaichkowsky (1985) therefore identified that there were four main 
behavioural characteristics that defined high involvernent situations. These are- - 
1. Search 
_for 
product information: In high- invo Ivem ent purchases consumers are 
more interested in acquiring informati II 'on about the product than in low-involvement 
products. 
2. Alternative evaLuation- As high-involvement purchases normally are 
accompanied by searches of the relevant information, It follows that consumers will 
consciously also compare product information on available alternatives before a 
selection is made. 
3. Percgption of Brand Differences: As a consequence of (1) and (2) above, 
consumers might perceive difference among brands in a product category. 
4. Brand Preferences- As a consequence of (3) above, it is normally hypothesised 
that consumers might ultimately show a greater preference to a particular brand 
based on product-differentiation. 
Under these criteria, it is expected that consumers would enter into very intense and 
strong brand deliberation before a purchase of a high-involvement product is made. 
The main underlying reasons for this heightened mental activity is that the 
perceived risk (both financial and psychological) associated with a high- 
involvement purchase is normally also relatively high. The perceived financial risks 
are the expected benefits or losses associated with a purchase decision whilst the 
psychological risks are the consequences of having to live with the wrong decision. 
On a more general perspective, Oliva et al., (1992) noted that it was very likely that 
when consumers are very highly involved in the specifics, or details of a product 
during the purchase phase, the more loyal they would tend to become with the 
product especially if the product attributes remained in line with expectations. 
Martin and Goodell (1991) confirmed Zaichkowsky's (1985) findings in their study 
and they suggested that for low-involvement products, brand loyalty could be 
predominantly a behavioural phenomenon whereas for higher involvement 
products, brand loyalty may assume a greater attitudinal dimension. 
The above sections 2.2.1. and 2.2.22.. therefore clearly indicate that beha", ioural 
learning explains very well the purchase-consumption-repurchase process in the 
event of low-involvement products, situations and decisions. and cognitj,,, ýe learning 
theory explains the more complex state of arousal in mental activity associated with 
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the purchase of high-involvement goods, or services. However, consumer learning 
is still governed by three underlying main factors that Will ultimatel,. ' determine, or 
influence the behaviour of consumers in the final decision making process. These 
factors., as described below, are the consumer's familiarity with the domain- the 
motivation to leam and the ambiguity of the information environment (Hoch and 
Deighton, 1989). 
L Fqmlliqriýy: Familiarity is the number of product-related expeniences 
accumulated by the consumer. If consumers are unfamiliar with the domain, 
learning is open to external influences. 
2. Motivation: This refers to the direction and intensity of the consumer's learning 
behaviour. It is expected that highly motivated consumers are more active in 
their search for information and therefore are less susceptible to influences. 
I Am&gLWO! oI f the environment- Product ambiguity refers to the potent al for 
multiple interpretation of the product attributes during the evaluation process. 
An ambiguous environment may be a threat to the consumer who is entrenched 
in a particular purchase decision. 
Out of these three factors, the first two are internal psychological factors whilst the 
third is an external factor. In particular, it is the last factor that is of interest to 
marketers as through the appropriate leverage, such as building brand attributes and 
consumer loyalty programmes, apart from the usual marketing tools of advertising, 
packaging and sales promotions, this factor is capable of influencing the learning 
process by either hindering, or shaping what is learned by consumers (Hoch and 
Deighton, 1989). Whilst this may ultimately have a direct effect on the whole 
purchase-consumption-repurchase process of products, or services, it is beyond the 
scope of this study to enter into the domain of how companies are capable of 
exerting control over the consumer learning process. 
2.3. Involvement, Commitment and Loyalty 
According to Crosby and Taylor (1983-3) true loyalty exists when there is 
involvement With a purchase and a commitment to a brand. Dav (1969) also 
hypothesised that brand loyalty merits serious consideration when a rational 
decision (involvement) is made after evaluating competing brands and a 
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commitment is thereafter made to a brand. Jacoby and Chestnut (19' ýYa /8) su, ested 
that it was the amount of the individual's decision-makingy and evaluative process 
(involvement) that resulted in a degree of commitment to a brand and that it v. -as 
this commitment that really distinguished the difference between brand loyalty and 
other forms of repeat purchasing behaviour in consumers. A sael (1995, pI s 35) also 
points out that repeat purchasing of a brand without commitment is tantamount to 
pure habitual purchasing with low consumer involvement as the consumer will 
have no strong feelings, or opinions about the brand. Repeat purchasing therefore 
does not represent commitment to a brand and brand loyalty can only exist if 
consumers are personally involved with the brand. 
So, what is the true relationship between involvement, commitment and loyalty" 
Are they separate or related constructs? (Beatty, et al., 1988). 
The conceptualisation and measurement of involvement has been both an important 
and controversial topic in consumer behaviour studies partly because the construct 
plays an important role in the operation of almost every major concept used to 
explain and predict consumer behaviour (Foxall and Goldsmith, 1994, p79) and 
also because of the many different proposals and ideas for the conceptual I sation of 
the construct (Greenwald and Leavitt, 1984; Houston and Rothschild, 1978; 
Lastovicka and Gardner, 1979) and for its measurement (Bloch, 1981, Laurant and 
Kapferer, 1985; Wells, 1986; Zaichkowsk-y, 1985). The extent of its importance can 
be seen from the fact that involvement may affect, or mediate, attitude formation. 
brand loyalty, consumer satisfaction, perceived risk, and repetition in advertising 
(Foxall and Goldsmith, 1994, p79). Zaichkowsky (1985) argued that the main 
reason for these controversies is perhaps due to the different applications of the 
term that has been used in a cross-section of different studies. For instance, in 
advertisements (e. g., Krugman, 1965,1966/67), products (e. g., Howard and Sheth- 
1969) and purchase decisions (e. g., Clarke and Belk, 1978). However, Laaksonen 
(1994, pp_35-4) observed that these conceptual and measurement issues may ha,,., e 
arisen due to the fact that the historical roots of involvement were predominantly in 
social psychology and irrespective of the suitability of the conceptual i sation of the 
construct, these have been adapted and used as the guiding force for consumer 
behaviour treatment of involvement. 
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Andrews et al., (1990) defined involvement as an individual's internal state of 
arousal with intensity, direction and persistence properties. The focus in A-ridrews et 
al., (1990) definition is perhaps more on the individual per se (antecedent of 
involvement in Table 2.1 below) and not on the products or purchase decision- 
making situations as noted in Section 2.2.21. However, studies by Petty and 
Cacioppo (1979,1981b) suggest that involvement could also be situational and 
decision specific (also antecedents of involvement as in Table 2.1., belokk) such as 
for instance., a purchase occasion, the perceived risks associated in a decision, the 
consequences and magnitude of decisions and finally the degree of personal 
responsibility associated with decisions. Depending on the intensity of 
involvement,, that is on the degree of arousal or preparedness of the consumer vvith 
regards to the goal-related object, will determine what the consequences would be 
with respect to the situational or decision factors faced by the consumer. The degree 
of involvement although normally defined as 'high' or 'low' in consumer behaviour 
research studies is more appropriately perceived by researchers to be along a 
continuum scale of measurement. The consequences and effects of involvement (as 
depicted in Table 2.1., below) are search behaviour, for instance increased product 
search and other shopping behaviour characteristics, increased complexity of the 
decision process, greater time spent on examining alternative product attributes, 
information processing, such as increased total and directed cognitive-response 
activity and increased recall and comprehension, and finally persuasion, such as 
attitude change that is more enduring and resistant to counter persuasion (Andrews 
et al., 1990). 
Table 2.1. A Framework of the Involvement Construct 
Antecedents: 
Personal needs and 
characteristics 
perceived goals 
values 
importmce of the object 
Situational and Decision 
factors 
" purchase occasion 
" perceived risk 
" decision consequences 
INVOLVEMENT 
Consequences: 
Search behaviour 
mcreased search 
mcreased complexity 
exammmg altematiN, cs 
Information proce-ssing 
directed cognitive- 
response activity 
Persuasion 
more enduring attitude 
change 
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Beatty et al., (1988) developed an involvement-commitment model- What Andre"ks 
et al., (1990) refer to as individuaUpersonal involvement, Beatty et al., (19188) 
defined as 'ego involvement' whilst the situational or decision specific involvement 
they defined as 'purchase involvement'. Beatty et al., (1988) proposed that these 
two involvement constructs are causally linked, as shown below, on the premise 
that a purchase involvement was the outcome of an individual's interaction with 
both the product and with the purchase decision-making situation. 
Ego involvement 0- Purchase involvement 
They furthermore hypothesised that brand commitment, which they defined as an 
emotional, or psychological, attachment to a brand is closely associated with 
involvement. The linkage between the involvement and commitment constructs has 
other good academic support in the literature. For instance, both Miller (1965) and 
Lastovicka and Gardner (1979), identified commitment as one of the main 
components of involvement. Traylor (1983) suggested that ego involvement and 
brand commitment were related constructs whilst Crosby and Taylor (1983) 
hypothesised that involvement would most likely precede commitment. Beatty et 
al., (1988) further explicated that there was a causal link between the three 
constructs as shown below: 
Ego involvement po Purchase involvement jo Brand commitment 
The ego involvement (antecedent of involvement as per Table 2.1 above) is first 
hypothesised to influence the consumers' purchase involvement. This in turn will 
induce the consumer into extensive search and decision-making processes 
(consequence of involvement as per Table 2.1 above). If assuming a purchase is 
made and there was an element of satisfaction with the product, then it is 
hypothesised that purchase involvement would eventually lead the consumer to 
brand commitment. In their study, Beatty et al., (1988) use brand commitment as a 
surrogate for brand loyalty and suggested that at the brand commitment stage. the C. ) - 
psychological attachment to the brand would be so intense that it would be difficult 
to switch the consumer to another brand. However, they also hypothesised that the 
egro in%-olvement would always remain active inside the consumer to the extent that 
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even where there are instances of brand satisfaction and brand commitment, the 
consumer would still continue to show an interest in other brands in the same 
product category. They therefore postulated that I given the extreme interest that 
firms should have in creating and maintaining a loyal customer base, it would seem 
imperative to understand the antecedents of brand commitment' (Beattv et al., 
1988, p 164), or brand loyalty. 
2.4. The Involvement Construct 
Assael (1995, p125) summed up the concepts of learning behavioun, as outlined in 
Section 2.2.2. and Section 2.2.3., incorporating the involvement-commitment 
concepts in one conceptual ftamework. As can be seen in Table 2. - below, Assael 
illustrates the distinct paths of decision criteria that the consumers' choice process 
undergoes when making a purchase. The hierarchy of effects for low involvement 
products has the sequence whereby the consumer becomes aware of a product need 
and forms beliefs about it (passive learning). A purchase decision is then made with 
very little brand information and then brand evaluation may take place to determine 
the level of satisfaction which may influence further repeat purchasing- behaviour. 
In the high-involvement hierarchy sequence, the consumer thinks before a purchase 
is made. Brand beliefs are formed by active learning, different brands are evaluated 
and finally a purchase decision is then made. 
Table 2.2. A Comparison of Low and High Involvement Hierarchies 
Low Involvement Hierarchy High Involvement Hierarchy 
Brand beliefs are formed first by 
Passive leanu*ng. 
A purchase decision is made. 
The brand may or may not be 
evaluated afterwards. 
Brand beliefs are formed first by 
Active leaming. 
Brands are evaluated. 
A purchase decision is made. 
Source- Assael (1995, p 12'5). 
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In a major research study on consumer Laaksonen (1994, p 112-11 3) 
grouped the ten major studies, from 1979 to 1994, as examples to show the various 
antecedents, or dimensions, which were proposed by different researchers regarding 
the involvement construct. The Table 2.3. below, depicts only five of the ten studies 
as identifieded by Laaksonen. The orrutted studies are by Mittal (1982), Shi imp and 
Sharma (1983), Smith and Beatty (1984), Parameswaran and Spinelli (1984), and 
Pucely, Mizersk-i and Perrewe (1988). However, a notable study not listed by 
Laaksonen is the important research work by Zaichowsky (1985). Zaichowsky's 
research is one of the very few studies that adopted a unidimensional 20-item 
Personal-Involvement-Inventory (PH) scale to measure the consumer involvement 
construct. 
Table 2.3. Examples of the Various Dimensions of Involvement 
Author(s) Dimensions 
Lastovicka and Gardner (1979) - Normative importance 
- Commitment 
- Familiarity 
Bloch (198 1 b) - Enjoyment of driving and usage of cars 
- readiness to talk to others about cars 
- interest in car racing activities 
- self-expression through one's car 
- interest in cars 
Laurant and Kapferer (1985) - perceived importance of the product 
- perceived risk with the product purchased 
- the symbolic or sign value of the product 
- the hedonic value of the product 
Mittal and Lee (1989) - sign value 
- hedonic value 
- utifity/risk 
Jensen, Carlson and Tripp (1989) importance 
brand conunitment 
knowledge 
brand preference 
Source- Adapted from Laaksonen (1994, p 112-11 3 )). 
In view of the fact that the dimensions by Jensen, Carlson and Tripp have already 
been mentioned in this Chapter to have a direct relationship with the subject area of 
this study, these dimensions will be preferred over the other dimensions as 
hypothesised bv the other researchers. Hence the dimensions identified by Jensen. 
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Carlson and Tripp will be used in this study as the indicator variables of the 
involvement construct. The Jensen, Carlson and Tripp (1989) instrument is 
essentially based on the work of Lastovicka and Gardner (1979) which is one of the 
earliest multi-item scales developed and which has been used either conceptually. 
or empirically in subsequent involvement scales. Jensen et aL empinically 
identified that the involvement construct is a multi-dimensional scale and can be 
measured by the 22-item 4-factor scales as depicted by Figure 2.21- below- 
Figure 2.2. Sub-Model of the Involvement Construct 
10 ) 0-i IMPORTANCE 
01 KNOWLEDGE 
INVOLVEMENT 
BRAND 
PREFERENCE 
COMMITMENT 
The above sub-model depicts the latent variable involvement defined by the four 
factors, importance, knowledge, brand preference and commitment. Each factor is 
measured by the items as defined in the respective circles. These items are called 
indicator, or observed variables. The importance factor is measured by 10-items, or 
indicator vanables, knowledge by 5-Items. brand preference by 3-items and 
commitment by 4-items. 
The first part of this chapter incorporated a literature search on the theoretical 
underpinning of the loyalty construct. The literature review showed the theoretical 
base and process on how loyalty develops from a consumer behavioural perspective. 
pothesised that the involvement construct It also identified that Beatty et al., (1988) hy 
has an important and direct link to loyalty. The research work by Backman 
(1988) and 
pothesised that there is Pritchard (1991), are two other important studies that hy 
substantive support for a direct relationship between the involvement construct and 
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service loyalty. These two studies are important because the literature search on 
service loyalty, as will be reviewed in Chapter 3, reveals that apart from the study by 
Gremler (1995), and Gremler and Brown (1996) there are very few other in-depth 
studies on service loyalty. In fact, Gremler (1995) identified that there were only four 
previous research studies,, five if Gremler's model is included- that investigated the 
interrelationship of service loyalty with its antecedents and whilst another two studies 
examined the interrelationship of the antecedents of customer loyalty. Out of these 
five studies, three are dissertation studies and only two, three if Gremler's model is 
included, are totally supported by empirical data. The studies by Backman (1988) and 
Pritchard (1991), hypothesise that service loyalty is influenced by the following 
constructs- 
Backman (1988) internal personal factors: 
innovativeness 
locus of control 
motivation 
Marketing factors- 
price 
perceived skill level 
Pritchard (1991) Satisfaction 
Perceived difference in service quafity 
Involvement 
Both Backman (1988) and Pntchard (1991) hypothesise that the level of 
involvement will directly influence the development of service loyalty. They also 
hypothesise that depending on the level of consumer involvement, consumers will 
perceive service quality differently and according to the level of satisfaction will 
determine the extent of loyalty. The hypothesised relationship suggested by C 
Backman is therefore. involvement Io service quality Io oyalty. Pritchard. on 
the other hand hypothesised, but not empirically tested, the relationship to be (1) as 
per Backman's hypothesis but also G22) satisfaction could be a mediatiniz variable 
between the perceptions of service quality and loyalty- involvement --. P, -service 
quality--*satisfaction(mediating) 0, loyalty. 
The direct hypothesised relationship between involvement and loyalty has alreadv 
been reviewed in the literature search to have theoretical support (Jacobv and 
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Chestnut (1978), Crosby and Taylor (1983), and Beatty et al., (1988)). The hypotheses 
put forward by Backman (1988) and Pritchard (1991) that both sen-Ice quality and 
satisfaction are mediating variables of loyalty has also been seen to have some support 
in the literature (Rothschild and Gaides, (1981), and Oliva et al (1992)). The literature 
support hypothesising the direct relationship between service quality and satisfaction 
will be reviewed in Chapter 3. For the purpose of this study therefore, the 
hypothesised mediating relationship between the involvement, service quality, 
satisfaction and loyalty will be hypothesised as follows- 
The consumer's level of involvement and the consumer's perception of 
service quality, possibly also mediated through the satisfaction state with 
th e bran d, are hypoth esised to be precon dition s of service loyaln,. 
The direct and mediating hypothesised relationships of the involvement, service 
quality, satisfaction and loyalty constructs are therefore depicted by the path sub- 
model in Figure 2.3., below: 
Figure 2.3. Sub-Model of the Hypothesised Involvement Relationship 
2.5. Summary and Implications 
Section 2.2., focused very briefly on the underlying theories that help explain how. 
loyalty develops in the field of consumer behaviour within a marketing perspect"'e. 
It was shown that learning theones play a major part in the understanding and the 
5 " 
prediction of the evaluative judgements of consumer behaviour. In particular, 
behavioural learning clearly explains repeat purchasing if the right reinforcers are 
in place, that is, when the product attributes are within consumer expectations and 
when there is customer satisfaction with the product purchased. Behaviourai 
learning however seems to be more appropriate in explaining product loyalty in the 
case of low-involvement products, situations or decisions. In the context of higher- 
involvement products that involves more search behaviour, risk and more complex 
decision-making processes by consumers, the cognitive learning theory seems to be 
the more applicable theory for the explanation of loyalty. 
Section 2.3., then examined how involvement, as introduced in the first part of the 
Section 2.2., and commitment theories were related to loyalty. Commitment is used 
as a surrogate for loyalty by some researchers. It was shown that whilst the 
concepts of low-involvement and high-involvement had a direct impact on the way 
repeat purchasing takes place, involvement was a two dimensional construct, ego 
and purchase involvement, and that both these two constructs were also related to 
commitment. It was further explained that depending on the intensity of 
involvement (high or low) in both the ego and purchase states, the involvement 
phase of the consumer was found to be highly and positively correlated with 
commitment. The rationale of these findings is that when ego and purchase 
involvement are high, the consumer goes into an intense search process involving 
complex examination of alternative products and other cognitive directed activities 
before a purchase is made. These factors are hypothesised by researchers to result 
in high commitment levels (loyalty) towards the product. The psychological 
attachment at times are perceived to be so intense that it would be very difficult to 
switch consumers to another brand. Involvement has been conceptualised in various 
ways by researchers. However, this study will measure the involvement construct in 
a multi-dimensional way involvin the factors of importance, knowledge, brand 9 
preference and commitment. Whilst involvement has been shown by researchers to 
have a direct impact on loyalty, involvement may also be hypothesised to have an 
indirect relationship via the quality construct which may act as a mediating 
I irect variable. This study will therefore examine both the direct effect and the 
effect of the involvement construct. 
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The brief examination of how learning and involvement-commitment theories help 
in the explanation of loyalty behaviour can be seen as having particular importance 
for this study. These are- 
* both the behavioural and cognitive learning theories and the involvement - 
commitment theories are intertwinned reinforcing one another on how lo. valty 
develops and takes place., 
* the extent of loyalty varies according to the type of product, or service 
purchased. Products that are of a low profile nature and unimportant to the 
consumer (low involvement products), loyalty could be just a behavioural 
phenomenon. In the case of products involving either a financial outlay, or a 
commitment on the image of the consumer (high involvement products), loyalty 
could involve more complex attitudinal or cognitive decision making processes 
on the part of the consumer; 
e involvement could have both a direct and an indirect impact on loyalty. Service 
quality and satisfaction could both have a mediating role in the development of 
loyalty; 
e the construct satisfaction was identified to have a key role in the development 
of loyalty in both the behavioural and cognitive learning theories and the 
involvement-commitment theory, 
9 the concept of brand switching when loyalty was not so intense was noted as 
being an important variable in loyalty determination, 
it became increasingly clear from the review that loyalty was not a simple uni- 
dimensional construct, but rather a more complex multl-dimenslonal construct 
involving behavioural, attitudinal. and cognitive processes of consumer 
behaviour. 
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CHAPTER 3. 
A REVIEW OF THE LITERATURE 2 
CRAPTER 3. 
A REVIEW OF THE LITERATURE 2 
3.1. Dimensions and Definitions of Loyalty 
3.1.1. Introduction 
The majority of the earlier research studies on loyalty investigated consumer 
loyalty on tangible goods, with both packaged and durable goods. In marketing, 
loyalty research that focuses on this type of product is usually defined as brand 
loyalty. Some of the authors that researched brand loyalty were for example, 
Tucker (1964); Cunningham (1956); Day (1969); and Kostecki (1994). There are a 
few other studies that focused on other aspects of loyalty. For instance, a literature 
search identified studies on industrial goods, usually referred to as 'vendor', or 
(source', loyalty (e. g. Biong, 1993); retail establishments, store loyalty (e. g. 
Backman, 1988); and specific loyalty studies on consumers, customer loyalty (e. g. 
Dick and Basu, 1994). However, very few studies investigated loyalty with regards 
to intangible goods, service loyalty (Oliver, 1997, p396). This may be the main 
reason why the studies by Gremler (1995), and Gremler and Brown (1996) are 
considered to be very important studies in the loyalty literature. However, despite 
the various proliferation of loyalty studies on the different products, or contexts., 
there was never any real consensus amongst researchers on how to define loyalty 
(Jacoby, 197 1). In order to highlight the confusion that prevailed at the time on the 
definitional issue, Jacoby and Chesnut (1978) conducted a literature review in the 
3 early seventies and they identified that there were more than 53 different definitions 
of loyalty documented in the various studies undertaken by researchers. In fact, it is 
also documented by Jacoby, (1971); Dick and Basu, (1994); Gremler (1995); and 
Gremler and Brown (1996), that there were very few studies that have gone beyond 
the area of investigation on issues other than the operational definitions, or 
measurement of the loyalty construct. The lack of consensus on definitions and the 
resultant proliferation of loyalty definitions was without any doubt a major setback 
for consumer behaviour researchers as it inhibited the comparisons of research 
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studies and also the generalisability of findings and results (Backman, 1988). 
Unfortunately however, whilst the conceptualisation of the loyalty construct has 
evolved over the years, there is still no universally accepted definition of loyalty in 
the loyalty literature (Martin and Goodall, 1991; Gremler, 1995; and Gremler and 
Brown,, 1996) 
Another major issue that is very evident in the literature search is that researchers 
have shown little interest to investigate how the loyalty construct was related to the 
other constructs (Jacoby, 1971). In fact, the research studies by Dick and Basu ( 1994), 
Gremler (1995), Gremler and Brown (1996), and Caruana (1999) are notable 
exceptions. These researchers all attempted to develop a conceptual framework of 
loyalty. This therefore enabled a plausible identification of the relationship of the 
variables that influence the loyalty construct, the antecedents of loyalty, and the 
variables that are effected by loyalty, the consequences of loyalty. The Dick and 
Basu's (1994) research was the first study in the construction of a conceptual 
framework of loyalty as these researchers were the first to believe that there was a 
nomological need to establish the relationship of the loyalty construct. The 
identification of the antecedents and the consequences of service loyalty would 
thereafter help in the explanation of customer behaviour. For instance, why certain 
customers are loyal to some companies and not to others. This lack of research studies 
on the inter-relationship of the loyalty construct may be one of the reasons why the 
loyalty literature remained very much within the conceptualisation domain. However, 
Gremler (1995) hypothesised that the main reason why researchers may have 
overlooked research work on the inter-relationship of the loyalty construct is that the 
majority of studies undertaken were on tangible goods. Researchers therefore may 
have overlooked the service features of the intangible product offering in particular, 
the "service provider-customer relationship issues (such as the degree of interpersonal 
contact in the service encounter, the ability to customise the service offering. or the 
amount of personalisation. offered in each service), which may provide further insights 
into the antecedents to loyalty behaviour in general" (Gremler, 1995, p 48). C, 
The issue of the definition of loyalty is still an area of major contention. Therefore. 
this study will highlight the major research works that have contnbuted towards 
JO 
these controversies especially on the definitional and measurement issues. A revie,, ý 
and a discussion of these studies is considered as being both essential and necessary 
as these controversies are still inconclusive. Hence they are still considered to be 
part of the evolutionary thought and conceptual understanding of loyalty. 
3.1.2. Dimensions of Loyalty 
A review of the literature revealed that the Grernler's (1995) study is one of the 
very few studies that operationalised loyalty as a three-dimensional construct. In 
1999, Caruana (1999) emulated Gremler's work in both the definitional and 
dimensional aspects of loyalty. However, some of the earlier studies focused on 
either one, or two, dimensions of loyalty. For instance, the studies by for example 
Brown, 1952; Cunningham, 1956, focused exclusively on the behavioural 
component of the loyalty construct. Thereafter, in the late sixties, studies started 
focusing on the attitudinal component of loyalty (e. g. Day, 1969) whilst in the early 
seventies both the behavioural and attitudinal, or cognitive, components were being 
considered as the appropriate measures of the loyalty construct (e. g. Newman and 
Werbel, 1973). The loyalty research has not advanced much since the seventies 
apart from the refinements that were made on the cognitive, attitudinal and 
behavioural measures. The more recent studies (e. g. Backman and Crompton, 1991) 
used a composite measure that was made up of a mix of attitudinal and behavioural 
components to measure the loyalty construct. The next bio, 'ump therefore that ,j 
could be identified in the loyalty literature is without any doubt the research by 
Gremler (1995), and Gremler and Brown (1996). This is because their research 
incorporated a three dimensional measurement concept which included the 
cognitive, attitudinal and behavioural components together in both the definition 
and measurement of loyalty. 
3.1.3. Behavioural Loyalty 
A literature review conducted in the late seventies by the students of Jacob Jacoby 
(1971) identified that there were ninety studies on brand lovalty. They noted that 
almost all of these studies used the definitions of loyalty that xvere based on either I 
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the act of purchasing, or on the outcome of a purchase behaviour, that is they relied 
on the fact that consumers continued purchasing the same product over and w"-er 
again. Ironically these studies on repeat purchasing behaviour did not enter into the 
reasons why purchases were being made, nor did they try to explain the patterns, or 
the trends of buyer characteristics (Jacoby, 1971). In other words, these studies 
focused entirely their attention on the outcome of, rather than the reasons for. these 
buyer behaviours (Jacoby and Kyner, 1973). Tucker (1964) in fact epitomised the 
thinking of the behavioural school by categorically emphasIsIng that "no 
consideration should be given to what the subject thinks nor what goes on in his 
central nervous system; his behaviour is the full statement of what brand loyalty is" 
(Tucker, 1964, p. 32). Wbilst the behavioural dimensions were very popular with 
the earlier researchers of loyalty, there are still studies that continue using exclusive 
behavioural dimensions,, for instance, Hallowell (1996); Ehrenberg et al., (1990); 
Johnson (1984); and Raj (1982). 
The behavioural definitions, or the measurement of brand loyalty that are based 
solely on the outcome of repeat purchasing behaviour over time, are divided by 
Jacoby and Chestnut (1978) into four distinct groups, as defined below. Repeat 
purchasing is normally defined as the intention to buy, or actually buying the same 
brand once again when the consumer has a necessity to repurchase that product the 
next time round (Kasper, 1988). The four groups defined by Jacoby and Chestnut 
(1978) as depicting repeat purchasing characteristics are the following. 
1. The sequence in which the brands are purchased. 
2. The proportion ofpurchase devoted to a given brand 
The probability ofpurchase. 
4. Alfeaszires that combine several behavioural criteria. 
A brief review of the major studies of the four groups will follow. However, special 
emphasis will be made on the studies in groups I and 2 as the methods employed in 1. 
these two groups were used by the majority of behavioural researchers and are still 
being used in present studies. 
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Group I -. The sequence in which bran& are py -hased 
In what must be one of the major studies of brand loyalty, Brown (19522,1953) used 
a 'purchase sequence' method to measure loyalty in a consumer panel study of 6 10 
Chicago families. He proposed that the repeat purchasing behaviour of consumers 
be operationalised into four levels,, or segments. To illustrate the 'sequence of 
purchases' group and the various levels of loyalty, Brown (1952,1953) 
conceptualised the following example. If, for instance, a consumer is loyal to brand 
A, then it would be expected that (1) a purchasing sequence of brand -'AAAAAA" 
will follow. This purchase sequence he defined as "undivided loyalty". (2) another 
purchasing sequence could be of "ABABAB" where brand B is an alternative or 
competing product. This purchase sequence he termed as "divided loyalty"; (3) 
another possible purchasing sequence could be of "AAABBB". This sequence he 
referred to "unstable loyalty" whilst (4) a purchasing sequence, or pattern of 
different brands, "ABCDEF" depicted a situation where there was "no loyalty" at 
all to a particular brand. 
There are other authors that made use of a 'sequence of purchase' definition of 
loyalty. For instance, Tucker (1964), made use of a 'sequence of purchase' in which 
purchases of the same brand were made in three consecutive successions. Whilst 
McConnell (1968), and Lawrence (1969) used four and five, or more, consecutive 
succession purchases respectively to represent loyalty. A brief review of these 
studies will follow. 
Tucker (1964) used the 'purchase sequence' method in his experimental research 
study and defined loyalty as the purchase in three successive choices of the same 
brand. However, his research is considered to be an extremely important study as it 
was one of the first behavioural loyalty studies to indicate that before a consumer 
committed to the purchase of a particular brand, there was an element of search 
behaviour that went on prior to the actual purchase. In fact, he hypothesised in his 
experimental study that there were two types of search behaviours which effected 
future repeat purchasing, or loyalty: (1) if the search period was not long enough 
and a purchase is made during the exploratory, or search behaviour. then the 
probability of selecting the same brand again the next time round would be ver',, 
low- and (2) if the search period is more 
, the 
than adequate and a purchase is made 
likelihood that the same brand would be selected again would increase. The latter 
assumption is based on the learning theory model which "assumes that a reinforced 
(usually a rewarded) response will have an increased probability of recuMne" 
(Tucker, 1964, p. 33). The rationale of how the learning theories effect both 
consumer purchase behaviour and loyalty has already been reviewed in Chapter 2. 
McConnell (1968) defined brand loyalty when a consumer selected the same brand 
in four successive trials. If the consumer switched brands after the fourth trial, 
brand loyalty was said to be re-established when one brand was selected in three 
consecutive purchases. However, McConnell's study, apart from adding another 
orientation to the behavioural perspective, is considered important because it was 
the first loyalty research study to consider the effects of perceived quality on 
loyalty. In fact, he identified that a "review of the literature failed to disclose a 
study with a hypothesis postulating loyalty as a function of perceived quality" 
(McConnell, 1968, p. 13). McConnell considered perceived quality as the factor that 
enabled a consumer to be satisfied with his choice. The factors that were included 
in his study were perceived product attributes such as physical characteristics, price 
brand image and association, and advertising. McConnell's factor analysis revealed 
that perceived quality was a strong determinant of brand loyalty. 
Lawrence (1969) used the 'purchase sequence' method and defined loyalty as five 
or more consecutive purchases of one particular brand, for example brand A. For 
instance according to Lawrence, the purchase sequence AAAAAB denoted loyalty 
to brand A with brand B being the switched brand in the sixth consecutive 
purchase. In an experiment of purchase behaviour, Lawrence further noted that in 
the case when consumers switched to another brand, for example brand B, after the 
fifth consecutive purchase the following subsequent purchase sequence prevailed. 
35.1% of consumers returned to brand A, after switching to brand B, as depicted by 
the following purchase sequence BAAA which Lawrence called 'reversion'. - 22 1% 
seemed to switch, or vacillate between brands A and B as per a combination of the 
following sequences. BAAB, BABA, BBAA_ BABB, BBAB. or BBBA defined as 
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(vacillation'; 12.5% converted to brand B. as per the sequence BBBB. termed 
'conversion"; and 30.3% of consumers even experimented with a third brand, for 
example brand C, after switching to brand B, defined by Lawrence as 
(expefimentation'. 
Group 2: The. Proportion of purchase devoted to a gtven brand 
The behavioural definition according to the 'proportion of purchase' devoted to a 
given brand was initially suggested by Cunningham In his first study on loyaltv in 
1956. Whilst Cunningham is widely regarded as a behaviourist, he however noted 
the importance of identifying the reasons behind repeat purchasing behaviour. In 
fact 
, in 
his 1956 study whilst he avoided becoming involved in the complex 
underlying reasons of why purchases are made "the 'why' of brand loyalty can be 
effectively attacked by field interviewing only after we know its 'what, ' 'where, ' 
and 'how much... (Cunningham, 1956, p. 117). He nevertheless realised that the 
reasons behind a purchasing pattern can be of significance. In his behavioural 
definition, he proposed that the higher the proportion allocated to a single brand, or 
market share, the higher would be the loyalty level of the consumer. He identified 
that "there are many instances where 90% or more of a family's purchases have 
been concentrated on a single brand over three whole years" (Cunningham, 1956, 
p. 116). In 1956, Cunningham extended his "single-brand loyalty" definition 
concept to include (1) "dual-brand loyalty", or the proportion of total purchases 
represented by the two largest single brands used; (2) "single-brand minus deals"; 
and (-')) "dual-brands minus deals". The last two definitions are just variations of 
the single-brand and dual-brand definitions and they can be calculated by 
subtracting from total purchases, purchases that were made under special deals. In 
his research he identified that brand loyalty was a very important asset and that 
when loyalty is very strong researchers cannot possibly underestimate tile 
importance of finding out the reasons behind why consumers are loyal to a brand. 
Cunningham used the 'proportion of purchase' measure of loyalty in a later study 
(1961) whilst Cunningham's definition of loyalty was used by other researchers in 
particular Frank (1967); Day (1969); McCann (1974); Chariton and Ehrenberg 
(1976)-l Blattbercy and Sen (1976)- and Raj (1982). 
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Whilst the studies by the above mentioned authors are mainly replication studies, 
the research by Charlton and Ehrenberg (1976) extended Cunningham's 'proportion 
of purchase' method by the inclusion of other important parameters such as price 
differential between products; a promotional and advertising campaign, an out-of- 
stock condition; and a new product launch. These additional parameters tested the 
effects of the 'proportion of purchase' method on buyer behaviour in one 
conceptual study. Whilst the results of the specific experiments is beyond the scope 
of this study, it is pertinent to mention that the 'proportion of purchase' method did 
identify loyalty behaviour. However, the purchasing rates varied considerably 
between the different experiments varying from 40% - 60% penetration rate in 
some experiments and going as high as 95% when a price promotion was 
introduced on a particular brand. Notwithstanding, the most significant impact of 
Chariton and Ehrenberg's study was the identification that consumers exhibited 
brand switching and considerable search and exploratory behaviour when they were 
faced with unfamiliar products. It was noted that after a period of high level brand 
switching, buyer behaviour began to settle down and as the experiments progressed 
consumers developed preferences for certain brands and bought those brands more 
often than others. This is consistent with Tucker's (1964) study and indicates that 
consumers do not only undergo extensive search behaviour when the products are 
of a high involvement nature as discussed in Chapter 2 but they also search and 
adopt switching behaviours when faced with unfamiliar products. 
Group 3- The probabilioý of purchase 
The third behavioural definition is the 'probability of purchase' measure. Several 
researchers, for instance Frank (1962); Kuehn (1962); Maffei (1960), Harary and 
Lipstein (1962) have used the 'probability of purchase' measure in their studies. In 
this definition, the higher the probability of a purchase signified a higher level of 
consumer loyalty. Researchers in these studies made use of stochastic modelling 
techniques and Markovian principles to examine the dynamics of brand loyalty. 
These techniques all used some measure of time as the independent variable and 
some measure of brand loyalty as the dependent variable. The main scope of the 
research is to observe the progress of brand loyalty from the beginning with the 
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CCunderlying hypothesis that the development of loyalty over ti me is a process of 
learning by repeated purchases of a brand" (Sheth, 1968, p-399). These 
measurement techniques therefore assumed that brand loyalt-,; was a function of the 
consumers 1) past history with the product. Some researchers (e. g. Kuehn, 1962) 
argued that the probability of buying a particular brand at time "t" depended on all 
the sequences of past purchases before time "t 57, whilst others (e. g. %laffei, 1960) 
using the Markovian principle assumed that future purchase is unaffected by the 
past purchases with the exception of the immediate past purchase at "t- V% to predict 
the next purchase. DuWors and Haines (1990) introduced an 'event history' 
analysis for the measurement of brand loyalty. They posited that whilst brand 
loyalty was generally regarded as time dependent, that it increased over time, it was 
also transitory. For instance, "almost all families after a period of habitual 
purchasing..... enter a period of learning, learn, and on the basis of what they 
learn 
.... start a new period of trying other brands" (DuWors and Haines, 1990, 
p. 49). They therefore argue that the view, which normally portrays that brand 
loyalty Is a static variable, is incorrect. This concept reinforces Cunningham's 
(1961) idea that brand loyalty is a dynamic and changing phenomenon. The latter 
hypothesis, if correct, has serious implications for this study as switching behaviour 
would therefore be expected to be a very important determinant of loyalty. 
Group 4- Measures that combined several behavioural criteria 
Studies that have made use of several behavioural criteria for the measurement of 
loyalty fall under this group. The main reason for the use of multiple methods 
techniques is that it was postulated that "consumer behaviour is complex enough 
that no single theoretical model is appropriate to all products and consumers" 
(Sheth, 1968, p '395). However, there are researchers that still use exclusive single 
behavioural. dimensions, for instance, Ehrenberg et al., (1990), Johnson (1984) and 
Raj (1982). Sheth (1968) and Massy, Frank and Lodahl (1968) both used factor 
analysis as a method for estimating parameters in their models of brand loyalty. In 
his study, Sheth (1968) combined the criteria of the relative frequency of 
purchasing a given brand (as in (group 2) with the purchasing pattern of that 
particular brand in time-dependent situations (as in co-rroup 3), and claimed that 
his 
it 
method seemed superior to the stochastic models (group 33) for generating robust 
measures at the individual level. On the other hand, Massy, Frank and Lodahl 
(1968) used the proportion of purchase definition (group 2) with the average lenp h Zt 
of brand run data whilst, ,, 
Burford, Enis and Paul (1971) measured loyalty in a tn'- 
dimensional manner. They used the fraction, or percentage, of the total budget 
allocated to a particular product (group 2), the number of switches (an inversely 
related construct) among available brands and the number of brands purchased or 
stores patronised (also an inversely related construct). The authors then developed 
an index for the measurement of consumer loyalty, which was empirically tested, 
and was claimed by the authors that it also discriminated among the various degrees 
of consumer loyalty. 
3.1.4. Attitudinal Loyalty 
In Section 2.2.1 it was shown that behavioural learning was the underlying theory 
that helped explain how consumers bought their products in situations when the 
products purchased were of low involvement in nature and also displaying minimal 
financial and self-image risks to the consumer. It was also noted in Section 3.1.3. 
that the behavioural measurements relied solely on the outcome of purchase 
behaviour without taking into consideration the reasons why purchases are being 
made. This therefore implies that the process element of purchasing behaviour is 
totally being ignored. These two essential elements are reinforced by Tucker (1964) 
who emphasised that "no consideration should be given to what the subject thinks 
nor what goes on in his central nervous system; his behaviour is the full statement 
of what brand loyalty is" (Tucker, 1964, p. 32). In fact, Jacoby (1971) observed that 
practically all the research studies on loyalty were concerned with "the act of 
purchase and, as such, provide no explanation of 'why"' purchases were being 
made (Jacoby, 1971, p. 655). In contrast however to the behavioural measures of 
loyalty, attitudinal dimensions went beyond the 'outcome only' measures as 
researchers started to become more aware and interested in identifying the reasons 
behind the consistent purchase decisions of consumers. One of the first scholars 
who questioned the adequacy of using exclusively behavioural measures to predict 
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loyalty was Day (1969). He noted that "there is more to brand lovaltv than just 
consistent buying of the same brand. Attitudes, for instance" (Day, 1969 p. 29). 
The conceptual definitions of attitude abound in the psychology literature and there 
are many controversies on how the attitude construct is operational 1 sed. The main 
reason for these controversies is the importance attached to attitudinal measures as 
predictors of overt behaviour. Ajzen and Fishbein (1977) argued that "a person's 
attitude toward an object influences the overall pattern of his responses to the 
object" and that therefore it follows that "a single behaviour is determined by the 
intention to perform the behaviour in question" (Ajzen and Fishbein, 1977, p. 888). 
Researchers have used unidimensional, bidimensional and multidimensional 
components to define and measure attitudes, but a discussion, or review, of these 
controversies is beyond the scope of this study. However, perhaps the most 
widespread definitions are those that divide attitude into three components. These 
are affect (or emotions, or feelings, or the evaluative judgements), cognition (or 
beliefs, or opinions) and conative (or action tendencies) (Greenwald, 1968). In the 
marketing literature, attitude research has been predominantly operationalised as a 
unidimensional construct representing the affective component (Bagozzi and 
Burnkrant,, 1979). This unidimensional structure is consistent with Thurstone 
(193 1) definition of attitude as the 'affect for or against a psychological object' and 
is also supported in the attitude literature "affect was typically treated as either the 
evaluative component..... or as synonymous with attitude" (Cohen and Areni, 199 1, 
p. 190). The relevance to this study on the use of the unidimensional assumption 
pertains to the relationship that exists between attitudes and purchase behaviour and 
the consequences that these have on loyalty. Bagozzi and Burnkrant (1979) 
indicated that the unidimensional definition is implicit in the operational isation of 
Fishbein's multi-attribute attitude models. For instance, in Fishbein's attitude- 
toward-object model', attitudes (the global or overall measure of affect) are 
considered to be a function of the product's set of attributes (Schiffman and Kanuk, 
1994, p. 246). Oliver (1980) took the attitude- purchase intentions relationship a step 
further by proposing that post-purchase intentions were a function of prepurchase 
attitudes, satisfaction with the product and the revised postpurchase attitudes 
LaBarbera and Mazursky (1983) extended Oliver's (1980) study by assessing the 
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dynamic aspects of consumer satisfaction/di s sati sfact ion in multiple consecutive 
product purchases. While satisfaction was found to have a significant role in 
mediating re-purchase intentions, it was also identified that brand loyal consumers 
had a lower probability to switch brands as higher satisfaction would consequently 
lead to higher intentions to repurchase the same brand. The importance of clearIV 
evaluating product attributes, satisfaction with the product, and the consequences 
that these have on future purchase behaviour have already been reviewed in the 
learning theories sections in Chapter 2. 
Day (1969) was therefore one of the first loyalty researchers to highlight the 
importance of consumer attitudes and their relevance in post-purchase behaviour. 
He indicated that predicting loyalty solely on behavioural measures could be 
misleading as this method could conceal a considerable amount of "spurious 
loyalty". He therefore was the first scholar to distinguish between "true" loyalty 
and "spurious" loyalty. If purchases are made without any attachment to product 
attributes, then there could be other intervening variables that are influencing 
purchasing behaviour. For loyalty to be "true", a purchase decision is made after 
rationally evaluating the benefits of competing brands. The result of which is in 
effect, eca commitment to the brand" (Day, 1969, p. 35). Jacoby (1971) reinforced 
Day's work by hypothesising that behavioural measures, such as for example repeat 
purchasing behaviour, are "a necessary but non-sufficient condition for brand 
loyalty" (Jacoby, 1971, p. 26). He conceptualised that an individual who is brand 
loyal within the domain of the behavioural theorists must also have his purchasing 
behaviour on "cognitive, effective-evaluation, and pre-disposition factors - the 
classical primary components of an attitude" (Jacoby, 1971, p. 26). Jacoby (1969, 
1971) further extended the foundations of Day's work in the following three main 
areas- 
1. he examined multi-brand loyalty, the possibility that consumers may be 
loyal to more than one brand in a product class, as well as being loyal to one 
brand, uni-brand loyalty-, 
measured brand loyalty in terms of both behavioural and attitudinal 
components (composite measurement cnteria) as he considered that 
behavioural measures alone were a necessary but not a sufficient condition 
for brand loyalty. He included therefore attitudinal measures as well since 
he posited that a purchase decision must have been the result of a process in 
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which alternative brands were psychologically and also perhaps physicall-V 
compared and evaluated before an optimal brand was selected., and 
3. introduced insights into the dynamics of brand-loyal behaviour, that is individuals tend to organise brands into regions (acceptance, rejections and 
neutral regions) or along a continuum. The acceptance regions would 
include the most preferred brands together with the other brands that are 
also acceptable to the purchaser. The rejection region would incorporate the 
unacceptable brands whilst the neutral region would encompasse those brand which are neither acceptable nor objectionable. 
Whilst Jacoby's studies (1969,1971) were undoubtedly major extensions on Day's 
(1969) work on attitudinal loyalty, these studies however relied on both behavioural 
and attitudinal measures of loyalty. There are very few studies that have 
conceptualised loyalty in terms of attitudinal measures only, the most notable of 
which are the studies by Monroe and Guiltinan (1975) and Jain, Pinson and 
Malhotra (1987). These studies relied solely on the attitudinal measures of loyalty 
because the very nature of these studies was to identify the reasons behind loyalty 
behaviour of consumers in banking services (Jain, Pinson and Malhotra, 1987) and 
in consumer store retail patronage (Monroe and Guiltinan, 1975). A more in-depth 
review of these studies is however beyond the scope of this study as they do 
contribute to any additional understanding of the loyalty construct. 
Following Jacoby's footsteps, scholars started using both behavioural and 
attitudinal dimensions in the measurement of loyalty in particular because attempts 
to use a "single uni-dimensional measure is probably insufficient for measuring 
such a complex multi-dimensional phenomenon as brand loyalty" (Jacoby and 
Kyner, 1973, P. 1). The use of more than one dimension to measure brand loyalty is 
defined as "composite measures"" of brand loyalty. Scholars that have used 
composite measures of brand loyalty are for example, Jacoby and Kyner (197-33)) 
Lutz and Winn (1974), Goldberg (1981); Snyder (1986); Backman (1988); and 
Dick and Basu (1994). The research by Olson and Jacoby (1971) went even further 
than the two-dimensional construct. They administered twelve different measures 
of brand loyalty in a factor analytical study. They found that the four factors that 
defined the loyalty construct accounted for approximately 67% of the variance, 
44% of which was accounted for by the behavioural and attitudinal factors. The 
results indicated that the factor labelled behavioural brand loyalty accounted for 
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27% of the variance; the attitudinal brand loyalty 17%, multi-brand loyalty 14% 
and general brand loyalty 9%. 
3.1.5. Cognitive Loyalty 
Apart from the behavioural and attitudinal dimensions of loyalty, some scholars 
have identified that there is a third dimension that captures the loyalty construct. 
They defined this third dimension as cognitive loyalty. The cognitive dimension 
can be interpreted as a higher-order dimension and goes beyond, and is more in- 
depth, than the behavioural and attitudinal dimensions. It involves the consumer's 
conscious decision making process in the evaluation of alternative brands before a 
purchase is effected. The word cognition comes fi7om the Latin word cognoscere 
meaning "to become acquainted with or to know" and psychologists use cognition 
to refer to thinking and knowing, involving the two basic areas in social 
psychology, that of mental representation and mental processing (Deaux, Dane and 
Wrightsman, 1993, p. 15). In Section 2.2.2., it was observed that there was a clear 
theoretical foundation based on cognitive learning on how consumers bought their 
products especially if the products purchased were of a high involvement nature. 
Therefore, unlike the behaviourist learning position, in cognitive learning the 
consumer goes through more complex processes for the internalisation of product 
attributes and decision making so that the financial, opportunity costs and self- 
image risks considerations associated with a purchase is minimised. 
However, whilst the behavioural and attitudinal components have been used in 
isolation by researchers, the cognitive dimension has been used more In conjunction 
with the behavioural, and/or attitudinal components. Newman and Werbel (1973) 
were one of the first scholars who recognised the importance of using cognitive 
dimensions, together with the other components, to measure loyalty. They posited 
that past research studies using only behavioural dimensions to measure loyalty "do 
not say directly whether the buyer felt an attachment to the brand and, if so, how 
strong it was..... repurchase is not a sufficient evidence of brand loyalty. 
If the 
measure is to be meaningful to management, it should reflect bti, ý'er resistance to 
persuasion to switch brands" (Newman and Werbel, 197-3), p. 404). 
Their empirical 
4. '2. 
study showed that the use of cognitive, together with behavioural measures of 
brand loyalty, yielded better results than behavioural measures only. They therefore 
postulated that repurchasing (a behavioural measure) was not sufficient evidence of 
brand loyalty and hence a much better measure of brand loyalty should be based on 
these three kinds of information, namely- (1) brand purchase behaviour; (2) the 
amount of brand deliberation, and (3) the attraction of the buyer to the brand. In a 
similar study on store loyalty, Bellenger, Steinberg and Stanton (1976) proposed a 
model of store loyalty as a function of selected demographic and psychological 
variables. The composite measures they used were- (1) the percentage of shopping 
done at the store; (2) the ranking among competitive stores in order of preference, 
based on criteria such as attitude of store personnel, climate of store, availability of 
parking, etc; and (3) the propensity to shop at the store where the shopper needs an 
item he thinks the store carries. In their study the third dimension, which is a 
cognitive measure of loyalty as it involves store deliberation, proved to have the 
most significant predictive power on store loyalty. However, brand deliberation 
does not only imply that the consumer makes a conscientious effort during the 
critical decision making process of a purchase. It also means undergoing the four 
main behavioural characteristics as defined by Zaichkowsky (1985) in section 
2.2.2. that is (1) search for product information; (2) considering alternative 
evaluation of products before a selection is made; (3) evaluating the perception of 
brand differences; and (4) showing brand preferences based on product 
differentiation. Under these criteria it is expected that consumers would enter into 
very intense and strong brand deliberation before purchasing a high involvement 
product. The main underlying reasons for this heightened mental activity is the fact 
that the perceived risks, both financial and psychological, associated with a high 
involvement purchase is normally also relatively high. Newman and Werbel (1973) 
did hypothesise that for the cognitive dimension to be meaningful brand 
deliberation should also "reflect buyer's resistance to persuasion to switch brands" 
(Newman and Werbel, 19733, p. 404). Also, Selnes (1993) argued that even though 
customer loyalty may be due to satisfaction with the supplier or brand but it may 
also be due to the high switching costs of changing supplier. However. it . vas 
Klemperer (1987) who clearly reinforced this hypothesis by postulating that during 
the pre-purchase phase, the products look perfectly homogenous. However, after a 
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purchase is made, the products become differentiated by the switching costs 
imposed by the firms and also by the learning costs and transaction costs associated 
by the product purchased. These switching costs could heighten the level of brand 
deliberation before purchase. Cognitive loyalty therefore does not only include the 
amount of brand deliberation, or cognition before a product is purchased but could 
also include the concept of not switching to another brand or service provider. 
3.1.6. Definitions of Loyalty 
in the beginning of this Chapter, it was identified that despite the various 
proliferation of loyalty studies there was never any real consensus amongst 
researchers on how to define the loyalty construct and how loyalty was related to 
other variables (Jacoby, 1971). The first issue was highlighted by Jacoby and 
Chesnut (1978), who conducted a literature review in the early seventies, and they 
identified that there were more than 53 different conceptual definitions used by 
researchers for defining the loyalty construct. Also, Jacoby (1971); Dick and Basu 
(1994); Gremler (1995); and Gremler and Brown (1996), documented that there 
were very few studies that have gone beyond their area of investigation on issues 
other than the operational definitions, or measurement of the loyalty construct. The 
lack of consensus on definitions and the resultant proliferation of loyalty definitions 
meant that consumer behaviour researchers were inhibited with their research work 
as the results and findings of studies could not be easily compared (Backman, 
1988). Unfortunately however, whilst the conceptualisation of the loyalty construct 
has evolved over the years, there is still no universally accepted definition of 
loyalty in the loyalty literature (Martin and Goodall, 1991; Gremler, 1995, and 
Gremler and Brown, 1996). 
In view of the different approaches taken for the measurement of the loyalty 
construct, Jacoby (1971) took the initiative and attempted to rationalise the various 
contributions made by several scholars by trying to develop a conceptual definition 
of brand loyalty. His definition is expressed by a set of six necessary and 
collectively sufficient conditions for defining brand loyalty. These conditions are 
that brand loyalty is* 
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I. the biased (i. e. non-random); 
2. behavioural response (i. e. purchase); 
3. expressed over time; 
4. by some decision making unit; 
5. with respect to one or more alternative brands out of a set of such brands: 
and 
6. is afunction ofpsychological (decision-making, evaluative) processes. 
Jacoby's (1971) definition therefore contains the three dimensions of loyalty as 
discussed in the preceding Sections. The behavioural component is defined by 
criteria 1,2 and 3. that is the biased (a statement of preference) behavioural 
purchase act that occurs at least in two different points in time. The attitudinal 
component, criteria 5, is essentially a relational phenomenon describing preferential 
behaviour towards one or more alternatives and the cognitive component, 
incorporated by criteria 6, involves the consumer's decision-making and evaluative 
processes. The last criteria enables the consumer to develop a degree of 
commitment to the brand and, as has been described in Section 2.3., it is precisely 
this level of commitment that provides the essential difference between repeat 
purchasing behaviour and loyalty (Jacoby and Kyner, 1973). 
Jacoby and Kyner (1973) empirically tested this definition and concluded that "their 
investigation represents only a preliminary step in verifying the six point 
conceptualisation of brand loyalty" and "additional research is required" as this 
definition "at best goes a long way towards satisfying the hope that at some Point a 
standardised definition can be adopted by researchers" (Jacoby and Kyner, 1973, p. 9). 
Nevertheless, Jacoby and Kyner's definition still remains today a frequently quoted 
definition in studies on brand loyalty. There are, of course, quite a few other 
definitions of brand loyalty and the other loyalty constructs in the literature. An 
indication of these definitions, as depicted below, shows how scholars operationalised 
the loyalty construct in different ways. A sample of these definitions can be seen in 
the Table I below- 
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Table 3.1. Sample of Loyalty Definitions 
CONSTRUCT DEFINITION 
BRAND LOYALTY "is the degree to which clients are attached to a brand 
and also the degree to which they are likely to shift 
among brands" (Kostecki, 1994, p. 217). 
f. Cis repeat purchase II and behaviours" ntent ons 
(Peter and Olson, 1990, p. 434). 
STORE LOYALTY "is the consumer's inclination to patronise a given 
firm (store) during a specified period of time" (Enis 
and Paul, 1970, p. 43). 
VENDOR LOYALTY "is the intention to buy repeatedly from the same 
supplier and the intention of continuing the 
relationship with the supplier" (Biong, 1993, p, 2). 
"is the predisposition's to respond in certain 
ways to given stimuli, strength of preference over 
time, and future purchase intentions" (Morfis and 
Holman, 1988, p. 129). 
CUSTOMER LOYALTY "both a favourable attitude that is high compared to 
potential alternatives and repeated patronage are 
required for loyalty. [loyalty is] the relationship 
between relative attitude toward one entity 
(brand/store/service/vendor) and repeat patronage" 
(Dick and Bazu, 1994, p. 100). 
"is reflected by both length (retention) and depth 
(cross sell) of the bank-customer relationship" 
(Hallowell, 1996, p. 29) 
SERVICE LOYALTY ccis an attitude which develops under specific 
conditions and as a result of particular psychological 
processes" (Czeplel and Gilmore, 1987, p. 91). 
"is a customer [who] is perceived to purchase a 
service or product repeatedly and to possess a positive 
attachment or attitudinal disposition toward that 
service or product" (Pritchard, 199 1, pp. ). 
Source- Adapted from Gremler (1995), p. 40-41. 
The previous literature discussion reviewed the various definitional and 
measurement approaches adopted by various scholars. This study however use 
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the definition of service loyalty as conceptualised by Gremler (1995), and Gremler 
and Brown (1996). The reasons are- 
1. the sample of cross-sectional definitions, as shown in the above Table 
clearly indicate that researchers use either one, or two, dimensional components 
in their definition and measurement of loyalty; 
2. the loyalty research has not advanced much since the seventies (Gremler, 1995. 
and Gremler and Brown, 1996) apart from the more recent studies (e. g. 
Backman and Crompton, 1991) which use composite components, and/or other 
refinements on the attitudinal, behavioural,, or cognitive components to 
operationalise the loyalty construct. As such therefore recent studies do not 
represent a significant advancement in the loyalty literature, 
3. Gremler (1995), and Gremler and Brown (1996) provide the next big jump in 
the loyalty literature. Their study is considered important because (1) it is one of 
the few research studies that has extended the loyalty literature to intangible 
goods, service loyalty, and (2) it incorporates the three dimensional components 
(cognitive, attitudinal and behavioural) in their operational 1 sation of the loyalty 
construct. The literature review in this section underlined the relevant 
importance of considering a three component dimension of loyalty. 
4. Grernler (1995), and Gremler and Brown (1996) definition includes the three 
components of loyalty, as per hereunder- 
the behavioural component, by incorporating the repeat 
purchasing act of consumption, as defined in Section 3.1.31, 
the attitudinal component, by including the positive feelings 
aspects towards the service provider by consumers, as 
reviewed in Section 3.1.4. and 
the cognitive component, with the inclusion of the 
consideration that consumers will consciously use the same 
service provider, as a first choice, when the need for the 
service arises once again, as defined in Section -3 3.1.5. 
The definition of loyalty, incorporating the three dimensional components ot I 
loyalty, as mentioned above, and as conceptualised by Gremler (1995), and 
Gremler and Brown (1996) that will be used throughout this study is therefore the 
following. 
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Service loyalty is the degree to which a customer exhibits repeat 
purchasing behaviour from the service provider, possesses a positive 
attitudinal disposition toward the provider, and consciously considers 
using th is provider, as a first ch oice, wh en an eedfor th is service arises. 
Source- Gremler (1995), and Gremler and Brown (1996). 
The path sub-model in Figure 3.1 below, depicts the hypothesised relationship of 
the three components of the service loyalty construct. 
Figure 3.1. Sub-model of the Service Loyalty Construct 
3.1.7. Summary and Implications for the Study 
The previous Sections reviewed the literature on the dimensions and the definitions 
of the loyalty construct. It was shown that despite the various proliferation of 
loyalty studies there is hardly any real consensus amongst researchers on how to 
define loyalty. To-date, there is still no universally accepted definition of loyalty in 
the loyalty literature. Without any doubt, this lack of consensus has had severe 
implications for the loyalty literature because it meant that consumer behaviour 
researchers were inhibited from comparing research findings and results as 
researchers were using different yardsticks for different studies. The second major 
setback that was identified is the very little research that was conducted on how the 
loyalty construct is related to other variables. In fact, it was detected that there were 
few attempts to develop a conceptual firamework of loyalty in order to establish 
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which, and how, variables influenced the loyalty construct (antecedents of loyalty) 
and how variables are effected by loyalty (consequences of loyalty). The lack of 
research in these directions may be one of the reasons why the loyalty literature 
remained very much within the conceptualisation domain. 
The literature review identified three components which researchers operationalised 
the loyalty construct. These are the cognitive, attitudinal and behavioural 
components. The behavioural component was by far the most used method for the 
measurement of loyalty and has been used in the early studies and is still used b,,, - 
researchers to-date both on its own or in conjunction with one, or both, of the other 
components. The basic difference between the behaviour component and the other 
two components is that the behavioural component is based on the act of, or on the 
outcome of, a purchase behaviour. This meant that the behavioural studies did not 
consider the reasons why a purchase was made, nor were the reasons sought for the 
trend and pattern of buyer characteristics. In contrast, the attitudinal dimension 
went beyond the 'outcome only' measures as researchers were more interested in 
identifying the reasons behind the consistent purchase decisions of consumers in 
order to differentiate between 'true' loyalty and 'spurious' loyalty. If purchases 
were made without any attachment to product attributes, then there could be other 
intervening variables that were influencing the purchasing behaviour. For loyalty to 
be "true" a purchase decision had to be made after rationally evaluating the benefits 
of competing brands. The third component, the cognitive dimension, can be 
interpreted as a higher-order dimension that is more in-depth, than the behavioural 
and attitudinal dimensions. It involves the consumer's conscious decision making 
process in the evaluation of alternative brands before a purchase is affected 
including an amount of brand deliberation and also possibly reflecting the buyer's 
resistance to persuasion to switch brands. In view of the literature review on the 
importance that each of these three components contribute to the measurement of 
the loyalty construct, the definition of loyalty, for the purpose of this study. will 
include all the three dimensions as described. That is. the behavioural component. 
by incorporating the repeat purchasing act of consumption as identified in 
Section 
3.1.3, the positive 
feelings and 3- the attitudinal component, by including 
II 11.4. and the considerations towards the service provider as reviewed in Section 3 
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cognitive component, by considering that consumers will use the same service 
provider when the need for the service arises once again as identified in Section 
3.1.5. 
The review of the literature can be seen as having particular importance for this 
study. These are: 
9 the literature review indicated that there are three separate dimensions of the 
service loyalty construct: behavioural,, attitudinal and cognitive components. All 
the three dimensions will be considered in this study, 
9 the three dimensional concept of loyalty has theoretical underpinning in both 
the behavioural and cognitive leaming theories and the involvement - 
commitment theory as identified and reviewed in Sections 22 . '-. and 2.3 3; 
o the lack of a conceptual fi7amework of the loyalty construct was identified as 
having particular negative implications on the development of loyalty research. 
The development of a general framework is the main source of investigation of 
this study; 
9 the model developed by Gremler (1995), and Gremier and Brown (1996), as 
will be reviewed in Section 3.2.,, will serve as a platform for this study and the 
objective is to build on it by considering other constructs that are postulated to 
., or significant relational 
influence on service loyalty, have a direct. 
9 the research model that is being developed has not been considered to-date by 
other studies and should shed additional information on the current knowledge of 
the service loyalty construct. 
3.2. Research Studies on Service Loyalty 
3.2.1. Introduction 
The construct brand loyalty has intrigzued researchers for many years. However, a 
review of the literature, as shown in the previous sections, re'vealed that most of tile 
research work is very inconclusive, ambiguous and at times contradictory. Therefore. 
these studies failed in their approach in the understanding of consumer decision 
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processes (Jacoby and Kyner, 1973). One of the main reasons for this failure is that 
despite the various proliferation of loyalty studies on different products. or contexts, 
there was never any real consensus amongst researchers on how to define loyalty 
(Jacoby, 1971). Some of these controversies were also reviewed in the pre,,. 'Ious 
sections. It was further noted that despite the fact that the conceptual I sat ion of the 
loyalty construct had evolved over the years, there is still no universally accepted 
definition of loyalty in the loyalty literature (Martin and Goodell, 1991, Gremler, 
1995; and Gremler and Brown, 1996). The other major problem that was evidenced in 
the literature search, was that there were very few studies that showed how the loyalty 
construct was related to other variables (Jacoby, 1971,, Dick and Basu, 1994, Gremler, 
1995; and Gremler and Brown, 1996). In fact , in one of the first studies in the loyalty 
literature, Frank (1967) noted that despite the various research work on loyalty that 
had been undertaken at that time, "little is known about the determinants of brand 
loyalty" (Frank, 1967, p. 51). These observations are still valid to date as there has 
been very few attempts by researchers, albeit with the notable exceptions of Dick and 
Basu, 1994; Gremler (1995); Gremler and Brown (1996) and Caruana, (1999), to 
develop a conceptual framework of loyalty. This is necessary in order to establish 
which, and how, variables influence the loyalty construct, the antecedents to loyalty, 
and which variables are effected by loyalty, the consequences of loyalty. Without any 
doubt, the identification of the antecedents as well as the consequences of service 
loyalty is critical in the explanation of how and why customers become loyal to 
brands, or in a more global perspective, to their service providers. 
The review in the previous sections also identified that the majority of research 
studies on the loyalty construct were carried out on tangible goods, that is related to 
brand loyalty. In fact, Gremler (1995), Gremler and Brown (1996), and Oliver (1997, 
P396) noted that research work, both theoretical and empirnical, that investigated 
loyalty within the services context are very scarce. Several scholars (Czepiel and 
Gilmore, 1987; Zeitaml, 1981; and Snyder, 1986) have highlighted the fact that the 
constructs service loyalty and brand loyalty are different constructs and should be 
treated so by researchers. Zeitaml (1981) in particular argued that researchers cannot 
rely on the results obtained &om the tangible goods loyalty studies because the 
consumer evaluation processes differ significantly between the purchases of tangible 
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goods and services. The author furthermore pointed out that consumers engaged in 
greater pre-purchase deliberation and post-purchase evaluation with services than with 
tangible products. I-Ell (1986) reinforced Zeitaml's argument and attributed the 
difference in the evaluation processes to the unique characteristics of the service 
products. Czepiel and Gilmore (1987) also noted that the most significant difference 
between the tangible and service loyalty constructs is the fact that service products 
have a greater capacity for the creation of loyalty amongst consumers than tangible 
goods. They attribute this difference to the intrinsic characteristics of the service 
element that is, the intangibility, heterogeneity and interaction intensity properties of 
services. In other words, consumers may tend to be more brand loyal with services 
than with goods as the characteristics of services actively triggers off the loyalty 
process per se and the 'purer' the services the greater is the capacity for loyalty 
(Zeitaml, 198 1; Czepiel and Gilmore, 1987). 
3.2.2. The Models 
A literature search on service loyalty revealed that apart from the study by Gremler 
(1995), and Gremler and Brown (1996) there were very few other in-depth studies on 
service loyalty. This is further evidenced by Oliver (1997, p396) who noted that the 
studies on loyalty have been primarily focused in the context of product marketing 
and 'little research is available in this new area [service loyalty], save for a small 
number of sources'. In fact, Gremler (1995) identified that there were only four 
previous research studies, five if Gremler's model is included, that investigated the 
interrelationship of service loyalty with its antecedents whilst, another two studies 
examined the interrelationship of the antecedents of customer loyalty. Out of these 
five studies, three are dissertation studies and only two, three if Gremler's model is 
included,. are totally supported by empirical data. A list of the antecedent variables of 
the loyalty construct used in these studies can be seen in Table -3.2. 
This is followed 
by a brief resume of how some of these principal studies have contributed towards the 
understanding of service loyalty. 
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Table 3.2. Customer and Service Loyalty Models 
CONSTRUCT ANTECEDENTS RESEARCHER(S) 
Customer loyalty Cognitive antecedents, Dick and Basu (1994) 
accessibility ofattitudes 
confidence 
centrality ofattitude 
clarity 
Affective antecedents: 
emotionslmoods 
Pr7maty affect 
satisfaction 
Conative antecedents- 
switching Cosa 
sunk costs 
expectations 
Customer loyalty qpahty Seines (1993) 
Bran 
-d 
repuýation 
$atisfaction 
Service loyalty Internal personal factors- Backman (1988) 
innovativeness 
locus oj'control 
motivation 
Marketing factors- 
price 
perceived skill level 
Loyalty in services 
Service loyalty 
S 'I ervice loyalty 
attribution 
intemalisation ofbehaviour sequences 
identification process 
Psychological processes: Czepiel and Gilmore 
inconsistencv resolution (1987) 1 
Perceiveo service quality 
Transaction costs-. 
economic (Monetaq) costs 
assessment costs 
service provider knowledge 
Switching - co-st4 
inlbrmarion search costs 
perceived risks 
substitzitabiliýv 
geographical proximiýy 
Satisactiop 
Percei\,, ed dIfference in 
Service quality 
Involvement 
Lee and Cunningham 
(1994) 
Pntchard ( 199 1) 
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Service loyalty Satisfaction 
fqte. q. w sonal bonds: 
familiarity 
care 
friendship 
rapport 
trust 
Switching costs: 
habitlinema 
setup 
search 
learning 
sunk 
contractual 
continuitv 
Source- Adapted from Gremler (1995, p. 181-183). 
Gremler (1995) 
The above customer loyalty and service loyalty models hypothesise various 
antecedent constructs. However, out of the seven models, four models used 
satisfaction as an antecedent to loyalty (Dick and Basu (1994); Seines (1993), 
Pritchard (1991); and Gremler (1995)), three models used quality as an antecedent 
(Seines (1993); Lee and Cunningham (1994); and Pritchard (1991)), three models, 
used switching costs as antecedents (Dick and Basu (1994); Lee and Cunningham 
(1994); and Gremler (1995)), whilst two models used involvement as an antecedent 
(Backman (1988); and Pritchard (1991)). The construct interpersonal bonds was used 
in Gremler's (1995) model whilst Lee and Cunningham (1994) made use of a similar 
construct defined as the 'service provider knowledge' construct. Without any doubt 
therefore, the very few customer/service loyalty models that have been identified in 
the literature search predominantly made use of satisfaction, perceived quality, 
switching costs, interpersonal bonds, and involvement as the main antecedent 
constructs in the loyalty studies. A full review of the principal antecedent constructs 
of loyalty will be made in Section 3.33. 
... 3. The Main Studies 31 
The principal research studies on service loyalty that will be briefly reviewed in this 
section are by the following authors: Snyder (1986); Backman (1988), Pritchard 
(1991); and Gremler (1995). Whilst these studies may not all have a direct 
54 
relevance to this study, they nevertheless form part of the short historical 
evolutionary thought of the service loyalty literature and hence a brief review is 
deemed to be warranted. 
Snvder(1986). 
Snyder's (1986), study was one of the first studies that laid the conceptual 
foundation for service loyalty research. The study added a new insight Into services 
marketing by "building upon previous brand loyalty research (the study) 
establishes a reliable measure of service loyalty which is essential to ffirther 
measurement of loyalty to consumer services" (Snyder, 1986, p. 6). However, 
Snyder's study stopped short of examing the causal factors associated with the 
service loyalty construct. His main interest was to (1) determine whether there was 
a relationship between the degree of personal service and loyalty; (2) determine 
whether there was a relationship between the person-object services and loyalty-, (3) 
examine the relationship between the purchase fi7equency of a service and loyalty-, 
and (4) examine if there was a correlation between consumer demographic 
characteristics and loyalty. His findings did not support the hypotheses that (1) 
personal services are accorded a greater degree of loyalty by consumers nor that (2) 
the person-object services are accorded a greater degree of loyalty. Also quite 
surprisingly, Synder did not find any evidence that frequency of purchase was 
related to the degree of service loyalty, a result that contradicts the research 
reviewed in the previous sections. Nevertheless, Synder did find some evidence that 
a few consumer demographics correlated with service loyalty. This result is also not 
in line with previous studies on brand loyalty whereby it was found that socio- 
economic and demographic variables had little use in explaining behaviour (Ferber. 
(1962); Jain and Rich, (1968)) even though Carman (1970) suggested that these 
results may be due to the wrong type of statistical techniques used. However. the 
study by Enis and Paul (1968) on store loyalty did find some evidence that two out 
of seven socio-economic characteristics, as used in their study, were related to store 
loyalty. However, the general lack of explanatory power on the part of most 
socioeconomic and demographic variables induced researchers to use other 
dimensions such as 'image, both self-image and store image (Bellenger et al., 1= 
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1976), and other dimensions as mentioned in Section 33.2. Whilst Snyder's study 
bears no direct relevance to this study, it is still documented in the literature as 
being one of the very first in-depth service loyalty studies and hence this bnef 
review is warranted under this section. 
Backman (1988). 
Backman's (1988) study is one of the very few studies that used a behavioural and 
cognitive component to operationalise the loyalty construct. Backman developed a 
conceptual model to explore the utility of personal and marketing characteristics in 
the explanation of consumer loyalty within the context of recreation services. The 
personal variables selected for the study are locus of control, motivation, 
innovativeness, values and level of involvement whilst, the marketing variables 
selected are side bets, price sensitivity, perceived constraints and perceived skill 
levels. The author defined loyalty as a two-dimensional construct (1) a 
psychological (cognitive) component involving attachment or process presupposing 
that consumers would behave in a selected way and (2) in behavioural terms with 
reference to the repeat usage of the service. Backman hypothesised that service 
loyalty behaviour can be divided into four loyalty types, which the author defined 
as high loyalty, spurious loyalty, latent loyalty and low loyalty and expected that 
the personal and marketing variables would discriminate between consumers in 
these four categories. The four loyalty categories are- 
1. High loyalty: when consumers have a strong psychological and behavioural 
loyalty to a service, 
2. Spurious loyalty: when consumers exhibit high behavioural loyalty but their 
psychological loyalty to a service is low, ' 
3. Latent loyalty: when consumers have low behavioural loyalty but who exhibit 
psychological loyalty-, 
4. Loit, lotalty: when consumers have low psycholo ical and behavioural loyalty. 91 
Backman's findings confirmed that the personal and marketing vaniables 
discriminated in a different way in the four loyalty groups. The importance of 
Backman's studv is more on the usage of the composite tv, -o-dimensional component 
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of loyalty, the behavioural and cognitive dimensions, which was not a ver-ý, * common 
way of operationali sing the loyalty construct and the relevance that this study had in 
the categorisation of the four loyalty groupings. The importance of distinguishing 
between 'true' and 'spurious' loyalty goes back to the early studies of Day (1969) and 
Jacoby (1969,1971) who both identified that if purchases are made without any 
attachment to product attributes, then there could be other intervening variables that 
may be influencing purchasing behaviour. Dick and Basu (1994) used an underlying 
model that is very similar to Backman's model, even though they do not seem to 
acknowledge this in their study, to define an integrated conceptual ffamework of 
customer loyalty. Whilst their study was more in-depth than Backman's, they Viewed 
loyalty as the relationship between relative attitude (psychological attachment in 
Backman's terminology) and repeat patronage (behavioural - repeat use in Backman"s 
terminology) to arrive at four specific conditions related to loyalty. They called these 
the same as the above four types with the exception that "High Loyalty" was referred 
to as "Loyalty" and 'ýLow Loyalty" was referred to as "No Loyalty". However, as in 
the case of the early research studies of loyalty, these studies have not gone beyond 
the definitional and conceptualisation of the loyalty construct. In addition, no new 
nomological findings were identified even though Dick and Basu's (1994) study went 
even further by hypothesising a conceptual framework of customer loyalty. However, 
they nevertheless never empirically tested their model. 
Pritchard (1991) 
Pritchard (1991) developed and validated a psychological commitment instrument 
(PCI) for measuring service loyalty for the travel service Industry. WhIlst the study 
investigated the travellers' psychological commitment shown by travellers towards 
their specific travel service providers, the main objective of the study was to try to 
(-Yet a theoretical understanding of the attitudinal components of the loyalty 
construct. Pritchard observed that the majority of loyalty studies used the 
behavioural dimensions (repeat purchase behaviour) of loyalty because 
operational 1 sing loyalty in this way was relatively straightforward. Using factor 
analysis, Pritchard identified that there were three distinct factors, or dimensions of 
the PCI instrument. These are- 
1. Rem'stance: this factor reflects the overall reluctance, or resistance to chanv-e 
either in beliefs or in association with the service provider; 
2. Volition: this dimension is the fi7ee choice or one's own responsibility on the decision to use a particular service providerl 
3. Complexity: is the cognitive element and commitment towards the service 
provider. 
Apart from the identification of the PCI Index, the main contribution of Pnitchard's 
study, which has an important implication to this study, is the reference made to a 
hypothesised causal model of loyalty. This causal model was hypothesised but 
never tested as it was deemed to go beyond the scope of the author's study. His 
model hypothesised that involvement and perceived service quality had some 
influences on satisfaction and loyalty with satisfaction being both an antecedent and 
consequent of loyalty. Whilst the directional relationship of the hypothesised model 
has theoretical support (Beatty et al., 1988), the causal relationships of the variables 
have yet to be investigated (Pritchard, 1991). This study will make use of the three 
constructs involvement, the perceived service quality and satisfaction as 
hypothesised by Pritchard, as antecedents to the service loyalty construct. 
Gremler (1995), and Gremler and Brown (1996). 
The studies by Gremler (1995), and Gremler and Brown (1996) are in fact two 
separate presentations based on the same study conducted by Gremler (1995). 
Gremler's (1995) study is in fact a Ph. D. dissertation submitted at the Arizona State 
University in August 1995 and which was approved by the university's supervisory 
committee headed by Stephen W. Brown and Mary Jo Bitner. The Grem-ler (1995), 
and Gremler and Brown (1996) study is a paper, totally based on the concepts and 
results of Gremler's dissertation, that was presented jointly at the fifth bi-annual 
Quality in Services Symposium (QUIS 5) in June 1996 at Kalstad, Sweden. Due to 
the similarities of these studies, this study will at times present them as if they were 
one studv. 
Gremler (1995) also reviewed the above mentioned studies bv Snyder (1986), 
Backman (1988) and Pritchard (1991) and commented that they in fact foilowed the 
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same approach as other previous research work on brand loyalty by concentrating 
the area of investigation on defining and measuring the service loyalty construct. 
Therefore, these studies have not broadened the general understanding on how 
service loyalty works, nor have they tried to identify which are the main underlying 
factors that help m the development of loyalty. Consequently, no new nomological 
findings have been identified in these studies. It is for these reasons that the work 
by Gremler (1995), and Gremler and Brown (1996) are considered to be major 
contributions in the research on service loyalty. These studies, as will be reviewed 
below, went beyond the research work of other scholars as they investigated the 
inter-relationship of the antecedents of service loyalty in a single conceptual model 
and the causal relationships of the constructs were thereafter empirically tested. 
Dick and Basu (1994) had stressed that there was a need for studies that identified 
and tested the causal antecedents and the consequential effects of loyalty. It is only 
through such studies that the impact of the consumer evaluative processes that are 
taking place during the consumption and post-consumption phases can be fully 
understood. Oliver (1997, p296) has reinforced the need for further studies in this 
direction when he commented on the general lack of research on service loyalty 
'little research is available in this new area [service loyalty], save for a small 
number of sources. 
Gremler (1995), and Gremler and Brown (1996) study, hereinafter referred to as 
one study, was conducted in two parts. In the first part, a qualitative methodological 
approach was used to identify the prominent themes that affect loyalty. In-depth 
interviews were conducted on both customers and employees of a cross-section of 
different companies and respondents were asked to discuss in detail (1) what 
loyalty meant to them and (2) what factors led them to become loyal to service 
providers. An analysis of the data revealed very consistent feedback and views on 
the primary reasons affecting service loyalty. At least five prominent themes 
surfaced ftom the qualitative study. These are- 
service loyalty is indeed a multidimensional construct, composed of at 
least three dimensions (behavioural loyalty, attitudinal loyalty, and 
cognitive loyalty). 
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2. loyalty will begin after the consumer has attained a degree of 
satisfaction with the product, or service. 
switching costs (habit/inertia, setup costs, search costs, learniniz costs, 
contractual costs, and continuity costs) play an important role in the development of loyalty. 
4. interpersonal bonds (that is, customer's feeling of comfort and trust as 
well as the actions of the provider as perceived by the customer such as friendship and rapport) between customers and the provider's 
employees influence loyalty. 
5. the perceived benefits received by the customer (such as, fiiendship 
with employees, special treatments and knowing what the provider will 
provide) for being loyal. 
Source: Adapted from (Gremler (1995), and Gremler and Brown (1996)). 
The second phase of the study involved a quantitative methodological approach and 
consisted in empirically testing the above mentioned themes as identified in the 
qualitative phase. The use of structural equation modelling analysis empirically 
tested and verified that satisfaction, switching costs and interpersonal bonds were 
all independently related to service loyalty. Gremler (1995), and Gremler and 
Brown (1996) went even further in their study. Because of the high correlation 
between satisfaction and loyalty, in relation to the other variables, the authors 
adjusted their original model in order to explain the complex relationship between 
all the variables,, that is, satisfaction, switching costs, inter-personal bonds and 
loyalty. They postulated that as the initial results showed that all the three 
independent variables, that is, satisfaction, switching costs, and interpersonal bonds 
had a direct effect on loyalty, they proposed an alternative model that identified (1) 
that satisfaction was serving as a mediator variable for both interpersonal bonds and 
switching costs of loyalty and (2) that interpersonal bonds was an antecedent to 
both satisfaction and switching costs. Both these two models are depicted in 
Figures 3.2 and 3.3 below. 
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Figure 3.2. The Original Model 
Figure 3.3. The Alternative Model 
SATISFACTION 
INTERPERSONAL 
BONDS 
SWITCHING 
COSTS 
SERVICE 
vr LOYALTY 
For the purpose of this research, it is the relationship between the constructs as 
depicted by Gremler (1995), and Gremler and Brown's (1996) first model, as can 
seen above in Figure 33.2, that will be considered in this study. 
Without anv doubt, Gremler (1995), and Grem-ler and Brown (1996) study went 
beyond the work of other researchers and opened up new avenues and opportunities 
for further research work on the service loyalty construct. It is thanks to these authors 
that the loyalty literature today has a sound platform for a better understanding of the 
loyalty construct and some of the factors that influence its development. This stud-v 
will continue on the path followed by Gremler (1995), and Gremler and Brown ( 1996) 
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and hopefully it would place 'another small stone' on the work already done b,,, these 
authors thereby contributing to knowledge in this area of research. 
3.2.4. Summary and Imptications 
In Sections 3.1.1 and 3.1.6 it was observed that that the majority of research studies 
on the loyalty construct were carried out on tangible goods. Research studies that 
investigated loyalty within the services' context are very scarce. Several scholars 
highlighted the fact that the constructs,, service loyalty and brand loyalty, are 
different constructs. Hence researchers cannot rely on the results obtained from 
tangible goods loyalty studies because the consumer's evaluation processes differ 
significantly between goods and services purchases. In services, consumers engage 
in greater pre-purchase and post-purchase evaluation, including extensive 
information seeking behaviour. However, the most significant difference between 
the purchase of tangible and services goods is the fact that services have a greater 
capacity for the creation of loyalty amongst consumers than tangible goods. This is 
because of the intrinsic characteristics of the service element that is, the 
intangibility, heterogeneity and interaction intensity properties of services. In other 
words, consumers may tend to be more brand loyal with services than with goods 
as the characteristics of services per se actively triggers off the loyalty process. The 
purer' the services the greater is the capacity for loyalty. A literature search on 
service loyalty revealed that there were very few in-depth studies on service 
loyalty. A list of the antecedent variables of the loyalty construct, used in the 
customer loyalty and service loyalty studies, indicated that the few customer and 
service loyalty models made use of satisfaction, perceived quality, switching costs 
and interpersonal bonds, amongst other constructs, as the antecedent constructs in 
3' and loyalty studies. The brief review of the service loyalty studies in Sections ). 2. - 
also indicated that the more recent studies followed the same approach as the 
other previous research studies on brand loyalty with the area of research still 
concentrated on defining and measuring the service loyalty construct. It is for this 
reason, that the studies by Gremler (1995), and Gremler and Brown (1996) are 
considered to be major contributions in the research on service loyalty. Their 
studies went beyond the methodological platform of past studies and their research 
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work brought together the antecedents of service loyalty in a single conceptual 
model and the causal relationships of the constructs are also empincally tested. 
The review of the literature on the models and studies of service loyalty can be seen 
as having particular importance for this research. These are- 
* the few customer and service loyalty models that have been identified use 
different antecedents constructs. However, the most fi7equently used constructs 
are, satisfaction, perceived quality, switching costs, involvement and 
interpersonal bonds, 
9 the satisfaction, perceived quality, switching costs constructs have already been 
identified to be critical constructs in the development of loyalty in Section 2.2. 
e the research models and studies prior to Gremler (1995), and Gremier and 
Brown (1996) did not advance much the loyalty literature. Very few of the 
studies went beyond the definitional and measurement issues and when they 
did., very few were empirically tested; 
* the aim of this study is therefore to emulate Gremler (1995), and Gremler and 
Brown (1996) studies by the investigation of how the relationship of the 
variables satisfaction, switching costs, service quality and involvement are 
related to the service loyalty construct, 
the effects of perceived service quality and satisfaction on behavioural 
intentions have seldom been examined when both vanables are included in one 
conceptual model (Gotlieb et al., (1994). 
this study therefore is another step in the same direction taken by Gremler 
(1995), and Grem-ler and Brown (1996). The main scope is to build on and 
extend their research study. A conceptual model is being recommended, as can 
be seen in Chapter 5, which has not been considered to date by other studies. 
Hopefully it should shed additional information to the current knowledge of the 
service loyalty construct. 
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3.3. Factors Leading to Service Loyalty 
3.3.1. Introduction 
It is the specific scope of this study to build on and extend the research ,k ork by 
Gremler (1995), and Gremler and Brown (1996). The main focus in this section Is 
to look into more detail at the underlying factors that affect loyalty. Some factors 
have already been identified to be important antecedents of loyalty as they have 
been used by researchers in loyalty models as described in Section 3.2.2. The next 
step is therefore to trace whether these factors have strong underlying- support in the 
literature that links them to the loyalty construct. The factors that Will be reviewed 
in this section are satisfaction, service quality and switching costs. This is then 
followed by a brief summary of how these constructs will be operational 1 sed. 
3.3.2. The Satisfaction Construct 
The importance of customer satisfaction has led to many research articles being 
written on this topic over the past two decades. However, a good part of these studies, 
especially the earlier ones, focused their attention on customer satisfaction and 
dissatisfaction with regards to tangible goods and relatively little interest was devoted 
to customer satisfaction and dissatisfaction with respect to services (Hill, 1986). 
Furthermore, the majority of these studies focused on the determinants of customer 
satisfaction, rather than on the consequences and effects of satisfaction on post- 
purchase behaviour, the area of interest of this study. Hence, the main domain of the 
satisfaction research investigated the pre-purchase and purchase phases of product 
performance and other cognitive processes analysing the relationships 
between 
expectations, or some other standard of comparison, confirmation of expectations and 
product performance through the disconfirmation paradigm 
(Yi, 1990). The 
disconfirmation paradigm., which hypothesises that consumers Judge their satisfaction 
about a product according to their initial expectations about how the product v"ould 
perform, has theoretical support from 'adaptation level' theory which postulates 
that 
one perceives stimuli only in relation to an adapted standard 
(Yi. 1993). Once the 
standard is created it becomes a reference point and any positive or negative 
deviation 
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will remain in the general vicinity of one's original position. Only large impacts on 
the adaptation level will change the final tone of the subject's evaluation (Helson, 
1964). The expectations/disconfirmation paradigm assumes that consumers are 
believed to form some expectations about a product prior to purchasing that product. 
Disconfirmation is defined as the difference between the individual's initial 
expectations about the product and the actual performance of the product- or service. 
If the product, or ser-vice, performs better than expected (perceived actual 
performance > than expected performance), positive discon-firmation is expected to 
occur. This leads to consumer satisfaction, and strengthens consumers' beliefs, 
attitudes and future purchase intenfions. If however, in the consumers' evaluation, the 
product, or service, performs worse than expected (perceived actual performance < 
than expected performance), negative disconfirmation occurs. This may weaken 
future dispositions towards purchasing the product, and the consumer may search for 
other products. If the product performs as expected (perceived actual per-formance = 
expected performance), the judgement of the consumer is simply confirmed (Erevelles 
and Leavitt, (1992); Jayanti and Jackson, (1991)). The consequences and effects of 
satisfaction are therefore well documented and grounded in the satisfaction literature 
in particular with regards to consumers' beliefs, attitudes and future purchase 
, in the case of positive 
disconfirmation and on product s tching intentions, W1 
possibilities, in the case of negative disconfirmation. The graphical positioning of the 
disconfirmation paradigm, the satisfaction construct and the subsequent effects of 
satisfaction can be seen in Figure 1.1 in Chapterl. 
Support in the literature that satisfaction has an effect on loyalty can be found in 
both the satisfaction literature as well as in the loyalty literature. However, the 
satisfaction to loyalty references tend to appear less often in the loyalty literature as 
the majority of the loyalty studies have focused more on the definition and 
measurement issues of the loyalty construct, an area of research that does not 
involve the satisfaction to loyalty link. In the satisfaction literature however, 
various studies have found that satisfaction directly influences repeat purchase 
intentions for a product, or service, as well as influencing, other post-purchase 
attitudes. Hereunder are some brief references on the satisfaction to loyalty link: 
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Day R. H. (1977, p152) in his study on the purchase, consumption and 
evaluation processes suggested that when satisfaction occurs It Is 
expected that the responses in the post evaluative behaviour of 
consumers to be ...... simply an increase in the consumer's brand 
loyalty. ' 
e LaBarbera and Muzursky (1983, p 403) acknowledged in their study that 
r..... a certain threshold of satisfaction must be met to lead to a repeat 
purchase of the brand'. 
Bearden and Teel (1983, p 25) started off their study with the opening 
paragraph 'consumer satisfaction is important to the marketer because it 
is generally assumed to be a significant determinant of repeat sales, 
positive word-of-mouth and consumer loyalty. 
Bloemer and Poiesz (1989, p 46) mentioned that at times the relationship 
between satisfaction and loyalty is either ignored or assumed. However, 
they then postulated that 'satisfaction can be thought of as an important 
determinant of brand loyalty'. 
* Anderson and Sullivan (1993, p 140) in their study on the antecedents 
and consequences of customer satisfaction on firms found that 
companies who have, through time, provided a consistent high level of 
customer satisfaction had a low elasticity of repurchase intentions with 
respect to satisfaction. This meant that 'investing in customer 
satisfaction is like taking out an insurance policy. If some hardship 
temporarily befalls the firm, customers will be more likely to be loyal'. 
4p Dube and Maute (1996, p 139) revealed that consumer behaviour 
responses are primarily determined by satisfaction and that 'loyalty was 
related to cognitive and emotional responses ..... as well as to past 
consumption satisfaction'. 
Similarly, there are studies in the loyalty literature that support the relationship 
between satisfaction and loyalty. Hereunder are a few examples of these studies- 
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Newman and Werbel (1973, p 409) in their study on brand loyalty on 
major household appliances found 'positive relationships..... between 
brand loyalty and satisfaction with old products'. 
Kasper's (1988, p 395) study is the next research documented after the 
study by Newman and Werbel that investigated the effects of 
satisfaction on loyalty. They in fact continued on the work of Newman 
and Werbel (1973) by trying to find whether consumers will continue to 
be loyal to a product after problems are encountered with the purchased 
product. They demonstrated that 'antecedents of consumer behaviour 
like problem perception, satisfaction or dissatisfaction actually play an 
important role in repeat purchase behaviour'. 
Oliva et al., (1992, p 91) study used a catastrophe model to descnibe the 
interrelationships amongst purchase-transaction-costs involvement, 
loyalty, and satisfaction. They identified that 'depending on transaction 
costs, the relation between customer satisfaction and loyalty can be non- 
linear'. This meant that if companies attempted to increase satisfaction 
this may not result in increased loyalty. 
Dick and Basu (1994, p 104) in their attempt to produce an integrated 
framework of customer loyalty suggested that what contributed 
significantly towards long term loyalty were the relative attitudes of the 
consumers. One of the antecedents of relative attitudes is the affective 
component which in turn is made up of'...... emotions, moods, pnmary 
affect and satisfaction. 
In Sections 2.2 and 2.3 the construct satisfaction was identified as a key variable in 
the development of loyalty in both the learn-ing theories and the involvement- 
commitment theories. The models used by researchers for customer loyalty and 
service loyalty as reviewed in Section 3.2.2 also identified that satisfaction was an 
important variable in the development of loyalty. The sample references of the above 
studies hirther confirm and are an indication of the level of support in the literature 
(both in the satisfaction and the loyalty literatures) that satisfaction is an important 
tI actor in the determination of loyalty. The satisfaction construct has been 
operationalised in difTerent ways by scholars. The study by Gremier (1995), and 
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Gremler and Brown (1996), operationalised the satisfaction construct as an overall 
evaluation process of the services provided by the service pro-Oder. This studv ýklll 
conceptualise the satisfaction construct as two separate constructs, one transaction 
specific and the other as an overall evaluation experience (the latter construct is in line 
with Gremler's study). Section 3.3.4 will show how the satisfaction construct will be 
operationallsed and the reasons why this study has opted to operationallse the 
satisfaction construct in this way. 
3.3.3. The Service Quality Construct 
The service quality construct Will now be reviewed, as it is another variable that is 
hypothesised to influence the loyalty construct. It is also a construct being considered 
in this study. 
Parasuraman., Zeithaml and Berry (1985) noted that whilst marketers were 
describing and measuring quality perceptions with regards to tangible goods, 
quality within the services' context was largely undefined and unresearched. 
Although research work on goods quality existed, the documented characteristics of 
services, namely the intangibility, heterogeneity and inseparability properties of 
services made any adaptation of the goods quality research impossible. In their Z-) 
study, the authors identified five potential gaps that could occur in a service 
organisation that could cause quality problems. The most critical gap of the five, 
which the authors defined to be the difference between the expectations of the level 
of service and the perceptions of the service actually received by customers, they 
called service quality (Carman, 1990). This 'gap model' therefore posits that when 
the expected quality was greater than the perceived service, the resultant service 
quality was less than satisfactory. Conversely, when the expected quality was less 
than the perceived service, the resultant service quality was more than satisfactory. 
whilst when the expected quality was equal to the perceived service, the perceived 
service quality was satisfactory. The position of the gap model, the service quality 
construct and the subsequent effects of service quality can be seen in lacobucci et 
al., (1996) model in Figure 1.1 in Chapter 1. lacobucci's model in fact, illustrates 
the close resemblance between the 'gap model' in the service quality 
literature and 
1. 
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the 'disconfirmation paradigm' in the customer satisfaction literature. Both posit 
that the customers' evaluation of purchases is a function of the discrepancy between 
the perceptions and the expectations of a purchase. In both cases , if the purchase 
outcome exceeds customer expectations then there is a positive evaluation of the 
purchase, otherwise a negative evaluation is an indication that the purchase falls 
short of expectations (lacobucci et al., 1996). However, apart from these apparent 
conceptual similarities on the use of the service quality and customer satisfaction 
constructs within the consumer's evaluation processes framework, the service 
quality and customer satisfaction literature is full of disagreements and 
controversies. These controversies are partly due to the positioning of these two 
constructs. Some researchers (eg., Bitner, 1990,, Bolton and Drew, 1991ab-, Kelley 
and Davies, 1994) hypothesise that the relationship between the satisfaction and the 
service quality construct is that satisfaction is the outcome of service quality, whilst 
other researchers (eg., Woodside et. al., 1989; Cronin and Taylor, 1992) 
hypothesise that the causal link is exactly the opposite. Several authors have 
highlighted the need for further research in this area in attempts to possibly either 
reconcile the differing perspectives, or to enlighten and enhance the knowledge of 
how these two constructs interrelate. A brief review of these controversies will 
follow in section 3.3.4 because of the implications that these have on this study. 
Support in the literature that service quality has an effect on loyalty can be found in 
both the service quality literature as well as in the loyalty literature. However, the 
quality to loyalty references in the loyalty literature tend to appear less often as the 
majority of the studies are more focused on the definition and measurement issues 
of the loyalty construct, an area of research that is not applicable to the qualitv to 
loyalty link. Hereunder are some brief references on the quality to loyalt-,, 
relationship- 
McConnell (1968, p. 18) noted that a review of the literature conducted by 
J11son and Uhl (1964) failed to identify a study with a hypothesis postulating I 
I lity. The author therefore conducted a loyalty as a function of perceived qual 
Field experiment to investigate how consumer brand loy'alty 
developed and 
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observed that contrary to earlier studies 'the relative importance of perceived 
quality as a determinant of brand loyalty' was very significant. 
* Bitner (1990, p. 80) presented a model for the understanding of service 
encounter evaluation synthesising consumer satisfaction, service marketing and 
attribution theones. One of the results of the author's model suimest that 'a hip-h 
level of perceived service quality will affect service loyalty. ' 
e Zeithaml, Berry and Parasuraman, 1996, p. 44) devised a conceptual model to 
study the impact of service quality on customers' behavioural intentions. They 
measured loyalty with the largest items in the behavioural intentions dimensions 
and their results indicate that I improving service quality can increase favourable 
behavioural intentions. ' 
e Gotlieb, Grewal and Brown (1994) constructed a theoretical fi7amework that 
combined perceived-quality models with satisfaction models because they 
identified that behavioural. intentions studies 'have seldom been examined when 
both variables are included In a model' (p. 875). They hypothesised In one of 
their models, in fact model 2, that 'satisfaction affects perceived quality and 
perceived quality affects behavioural. intentions' (p. 879). 
* Ostrowski, O'Brian and Gordon (1993, p. 24) examined the relationship 
between service quality and customer loyalty in the airline business. They found 
that there is 'a consistent and significant relationship does seem to exist 
between 
... service quality offered and 
brand loyalty. ' 
The models used by researchers for the study of customer loyalty and service 
loyalty, as already reviewed in section 3.2.2., identified that service quality is an 
important variable in the development of loyalty. The sample references of the 
above studies finiher confirm and are an indication of the level of support in the 
literature (both in the service quality and the loyalty literatures) that service quality 
is an important factor in the determination of loyalty. 
3.3.4. The Customer Satisfaction and Service Quality Constructs 
As has already been reviewed to in the above Sections -33.33.2 and 
there is a 
general lack of consensus on the definitions of the key satisfaction and service quality 
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constructs. However, the traditional view in the services literature is that customer 
satisfaction is often related to specific transaction level of the consumption experience 
(e. g. Can-nan, 1990; Oliver., 1980), whilst perceived service quality is viewed as a 
more enduring, overall, global attitude or judgement of a consumption experience (eg, 
Parasuraman et al., 1988; Bitner, 1990). Therefore, customer satisfaction is normally 
conceptualised as a very time definite and discrete parameter whilst service quality is 
conceptualised more as a continuous variable as it occurs across different experiences 
over time. If this is the case, then it would be very logical to assume, as Parasuraman 
et al., (1994) did, that an accumulation of transaction specific assessments (i. e. 
satisfaction) will therefore eventually lead to a global assessment (i. e. quality 
evaluation) of the service encounter. In this situation therefore perceived service 
quality would be seen as being caused by satisfaction (Teas, 1993). Yet it is also 
possible for consumers to evaluate the service quality aspect for a given consumption 
experience and thereafter express the overall satisfaction of the service encounter 
(Bolton and Drew, 1991b; Rust and Oliver, 1994). If this is the case, and assuming 
that the constructs of satisfaction and service quality are operationaiised in this way, 
then it is expected that the causal link between the two constructs will be directly 
opposite to the above. In fact, both of the above positioning of the two constructs are 
equally valid and both are equally supported by the theoretical and empirical studies 
in the customer satisfaction and service quality literature. This means therefore that 
both the satisfaction and quality constructs can be conceptualised as either transaction 
specific constructs of a consumption experience, or as global and overall constructs 
(Dabholkar, 1993). Oliver (1997, p182), highlighted the complexity of the causal 
relationship between these two constructs, both at the encounter and global levels, by 
capturing all the reciprocal influences in one diagram as depicted below Figure 3.4. 
Figure 3.4: Reciprocal Influences between Satisfaction and Quality 
at the Encounter and Global Level 
ENCOUNTER GLOBAL 
QUALITY QUALITY 
IAIA 
SATISFACTION 
IF 
I 
SATISFACTION 
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In view of the controversies as delineated above, this study will conceptuallse the 
satisfaction construct at both the transaction (encounter) level and at the overall state 
as will be discussed below. Also , in view of the fact that both Cronin and Tavlor 
(1994) and Parasuraman, Zeithaml and Berry (1994) are in agreement that 'the 
directionality of the service quality/satisfaction relationship is still in question and that 
future studies of these relationships should incorporate muti-item measures' (Cronin 
and Taylor, 1994, p129), this study will propose (1) a non-recursive ýtwo-wav) 
relationship between overall satisfaction and service quality as depicted by the sub- 
model Figure 3.5 below, and (2) the use of multiple-item scales for both the 
satisfaction and quality constructs. 
Figure 3.5: Sub-model: Non-Recursive Relationship between 
Satisfaction, Quality and Loyalty 
E QUALrrY 
CN SERMCE LOYALTY 
if OVERALL 
SATISFACTION 
Therefore, in line with Cronin and Taylor's (1992) study, the hypothestsed 
relationship between the constructs, although this study proposes service loyalty 
instead of purchase intentions, will be as follows: 
1) Service quality is an antecedent of customer satisfaction. 
Service quality has a significant impact on service loya4- 
Cuslomer satisfaction has a significant impact on service loyalty. 
If the causal order is as in (1), a result arrived at by Cronin and Taylor (1992), then 
the proposed path as identified by the regression weight B12 should be statistically J 
significant whereas the reverse path B21 should not be statistically significant- 
Gremler (1995) operationalised the satisfaction construct as an overall evaluation 
process of the services provided by the service provider, In view of the controversies 
surrounding the transaction (or encounter) specific and the global status of both the 
quality and satisfaction constructs, as reviewed above and a depi I s icted by Figure 4, 
this study will conceptualise the satisfaction construct as two separate constructs, one 
transaction specific and the other as an overall evaluation experience (the latter 
construct is in line with Gremler's study). The service quality construct Will be 
conceptualised as an overall evaluation process. In this respect, this research study 
will follow the hypothesised definitions and conceptional relationships of the three 
constructs (two satisfaction and one quality) as proposed and empirically tested by 
Bitner and Hubbert (1994). Using Bitner and Hubbert's (1994) definitions the 
conceptual ffamework has interesting implications for this study. These are- 
1) Bitner and Hubbert empirically identified that the three constructs, encounter and 
overall satisfaction and service quality are three distinct and independent 
constructs. Though highly correlated with each other, the researchers found that 
there is no a pr7on'bias on the causal direction of these three constructs especially 
the latter two constructs, overall satisfaction and service quality, as both these are 
defined as overall experiences of the consumption process. Being distinct and 
independent constructs means that the two-way relationship between overall 
satisfaction and quality, as depicted by the diagram in Figure 3.5, can be 
empifically tested; 
2) however, Bitner and Hubbert also noted that whilst the empirical model identified 
the three constructs to be distinct and independent, the constructs overall 
satisfaction and quality were highly correlated but the construct encounter 
satisfaction was not as highly correlated with overall satisfaction and quality. This 
may indicate that 'encounter satisfaction may be quite distinct from overall 
satisfaction and service quality' (Bitner and Hubbert, 1994, p92). This observation 
together with the theoretical support, as depicted by the reciprocal Influences 
between satisfaction and quality at both the encounter and global level, as depicted 
by the diagram in Figure3.4, means that the encounter satisfaction construct will be 
hypothesised in this study to be an antecedent construct of overall satisfaction and 
quality as depicted by the sub-model in Figure. 33.6 belowl 
33) the three constructs are equal qualifiers as antecedents of the service loyalty 
construct, as depicted by the sub-model in Figure 33.6. In fact, Bitner and Hubbert 
73 
identified that a potential area for future research is the need to discover which of 
the three constructs is the better predictor of the loyalty construct, one of the I- 
objectives of this study. 
Figure 3.6: Sub-Model: The Hypothesised Relationship between Encounter 
and Overall Satisfaction, Quality and Service Loyalty 
ENCOUNTER 
SATISFACTION 
SERVICE QUALITY 
V 
OVERALL 
SATISFACTION 
E LOYALTY 
In line with the discussion of the constructs as outlined above, the research model 
proposes to use the conceptual and definitional relationship of the three constructs as 
defined by Bitner and Hubbert (1994) as per hereunder- 
1. Service encounter satisfaction is the consumer's satisfaction, or 
dissatisfaction, with a specific or discrete service encounter. In this 
instance, consumers are expected to focus on events and employee 
behaviour during specific transactions of the consumption process. 
2. Overall service satisfaction is the consumer's overall satisfaction. or 
dissatisfaction, with the organisation based on all encounters and 
experiences with that particular organisation. In this instance, 
consumers are expected to focus on all the past personal experiences 
with the service organisation. 
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3. Service quality is the consumWs overall impression of the superiority, 
or inferiority, of the organisation and its services. In this instance, it is 
expected that consumers will focus on broader topics, such as 'ý'alue. 
image, the experiences of others, and advertising in addition to their 
own experiences with the service provider. 
In addition to the theoretical arguments as mentioned above, Bitner and Hubbert 
(1994) made use of multiple-item scales to measure the satisfaction and service 
quality constructs. The use of multiple-item scales, instead of the single-item scales 
which were used by Cronin and Taylor (1992), will avoid the main criticism levied 
by Parasuraman et al., (1994) on Cronin and Taylor's (1992) study. The use of 
single-item scales for the measurement of service quality and satisfaction, when 
multiple-item scales are available in the literature, limits the richness of these 
constructs. It is also not the most correct way of testing models by the use of 
structural equation modelling as insufficient degrees of freedom may erroneously 
fit the data perfectly (Parasuraman et al., 1994). 
Parasuraman et al., (1985) developed a multiple-item scale instrument, Servqual, for 
measuring customer perceptions of service quality. This instrument was revised in 
1988 after the initial exploratory research conducted in 1985 and the underlying 
dimensions of service quality were reduced from the original 10 to 5. These arel 
reliability, responsiveness, tangibles, empathy and assurance. These five dimensions 
were posited to be generic to all service industries and could be measured by a 22- 
item scale. Parasuraman et al., refined their previous work and the Servqual 
instrument has been further improved by the elimination of one of the items thereby 
reducing their instrument to 21-items. The authors also introduced a nine-point 
instead of a seven-point scale (Smith, 1995). Servqual has been used and replicated by 
many researchers (e. g. Carman, 1990; Saleh and Ryan, 1992; Johns, 1993). However, 
despite the popularity and application of the Servqual instrurrientl there has been a 
number of theoretical and operational criticisms levied at the instrument. The two 
major criticisms that has hit hard the theoretical /paradigmatic foundations of the 
instrument are* 
Servqual is structured on the expectations-disconfirmation model as used 
by the customer satisfaction researchers rather than on the attitudinal terms 
as originally defined by the authors. 
2. It is totally void of the extant knowledge of economics. statistics and 
psychology. 
The major criticism on the operational side is on the use of the construct expectations 
as this is deemed to be polysemic and customers use standards other than expectations 
to evaluate service quality (Buttle, 1996). Notwithstanding, whilst the acceptance of 
the Parasuramam et al. model as a standardised instrument is being continuously 
criticised by researchers, not many authors have proposed alternative measurement 
instruments to the 'gap' model. In fact, the models by Brown, Churchill and Peter 
(1993) and Cronin and Taylor (1992) are notable exceptions (Lapierre, 1996). One of 
the alternative measurement instruments that has been proposed, as an option to 
Servqual is Servperf, an instrument developed by Cronin and Taylor (1992). Cronin 
and Taylor (1992) argued that their findings indicated that the Servperf model was not 
only an alternative method for operationall sing the perceived service quality construct 
but that it was superior and outperformed the Servqual scale in their study on four 
types of service firms. In a similar study, Brown, Churchill and Peter (1993), also 
used a perceptions only instrument to measure service quality. Their empirical 
investigation vindicated the results of Cronin and Taylor (1992) as their instrument 
also outperformed Servqual on a number of important psychometric and statistical 
considerations. In a fairly recent review on Servqual, Smith (1995) points out that the 
use of perceptions only instruments is well supported in the literature. For instance, 
consumer satisfaction researchers such as Churchill and Suprenant (1982); Tse and 
Wilton (1988); and Oliver (1989) have all highlighted the independent role of 
perceived performance on consumers' evaluation of satisfaction. Similarly, service 
quality researchers such as Carman (1990), Bolton and Drew (1991a), and Babakus 
and Boller (1992) have also highlighted the independent effect of perceptions on 
quality evaluations. Moreover, Zeitaml herself in her work with Boulding et al., 
(1993) contrary to her initial position as co-author with Parasuraman et al., (1985, 
1988) proposed a model of service quality based on perceptions and not on an 
expectations-perceptions gap model (Cronin and Taylor, 1994. Smith, 1995. Buttle, 
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1996). The advantages of the Servperf model is that unlike Servqual, which uses the 
C gap' (perceived performance minus expectations) approach to service qualiv., 
measurement., Servperf relies solely on a performance-based measure as a means of 
estimating the service quality construct. It therefore avoids the psychometric problems 
associated with the 'difference scores' technique of measurement, namely the 
reliability, discriminant validity and variance restriction problems (Brown, Churchill 
and Peter, 1993; Peter, Churchill and Brown, 1993). Avoiding the 'difference scores' 
also means that the respondents need to answer only half as manv items (21 items 
instead of 42 items as in the Servqual instrument) and therefore the Servperf 
instrument becomes more practical and is twice as efficient (Cronin and Taylor, 1992, 
Brown, Churchill and Peter, 1993). However, an alternative approach that avoids the 
statistical, methodological and psychometric problems of the inferred disconfirmation 
Servqual method has been recommended by Carman (1990), Anderson and Forriell, 
(1994, p247) and Rust, Zahorik and Keiningham (1996, p249). These researchers 
suggest that disconfirmation should be measured directly (subjective disconfirmation) 
rather than indirectly as is being inferred from the mathematical difference between 
the perceived quality and expectations scores. This method has the double advantage 
of being more statistically reliable and cutting the length of the questionnaire as in the 
case of the Servperf instrument hence avoiding re-administering the questionnaire 
(Rust, Zahofik and Keiningham, 1996, p249). Operationalising the subjective 
disconfirmed Servqual instrument also econorrUses on the anchor points that are 
reduced to three. To date, there are only a few known studies (for example, Caruana, 
1999) that have made use of the subjective disconfirmed Servqual instrument. 
In conclusion therefore, this study will make use of the mult, ple-item scales for the 
satisfaction constructs,, as defined and hypothesised by Bitner and Hubbert (1994), 
and the subjective disconfirmed Servqual instrument for measuring the service quality 
construct as recommended by Carman (1990), Anderson and Fornell, (1994, p247) 
and Rust, Zahorik and Keiningham (1996, p249). 
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3.3.5. The Switching Costs Construct 
The switching costs construct is the only construct that will be directly replicated, 
without any changes, from the Gremler (1995), and Gremler and Brown (1996) 
study. Gremler (1995), and Gremler and Brown (1996) found that switching costs 
has a direct, but not highly significant, effect on service loyalty. The authors 
therefore considered an alternative model in their study and their empirical results 
indicated that switching costs could also have an indirect effect on loyalty mediated 
via overall satisfaction. Gremler's original and alternative models are described in 
Section 3.2.3 by Figures 3.2 and 3.3 respectively. Gremler (1995) defined switching 
costs as the costs associated with the changing, or purchasing ffom an alternative 
company, or service provider. These costs could be either monetary, or non- 
monetary, and real, or perceived. Klemperer (1987) identified that in many markets 
consumers face substantial costs when switching between brands. Prior to an actual 
purchase these costs seem to be non-existent but after a purchase is made, there 
appears to be hidden costs which are either imposed directly by firms, or indirectly 
by the very nature of the product purchased. The three main types of switching 
costs identified by Klemperer are transaction costs, learning costs and contractual 
costs. Transaction costs are the actual costs associated with changing the service 
provider, learning costs are the costs associated with the knowledge acquired of 
using a product but which may not be transferable to other brands of the same 
product, whilst contractual costs are directly firm induced in order to penallse 
switching of customers. Guiltinan (1989) developed a typology of switching costs 
and postulated that there are four types of costs- contractual costs, setup costs, 
psychological commitment costs and continuity costs. Contractual costs are defined 
in the same way as in Klemperer study, setup costs are the real costs associated 
when a new supplier is selected and includes the transaction costs and learning-to- 
use costs in Klemperer's classification, psychological commitment costs refer to 
past expenditures or losses (i. e., sunk costs), both real and psychologically induced, 
and reflect the status-quo cost position of retaining the same service provider-, and 
continuity costs reflect the opportunity costs and the high perceived hisks associated 
with changing an known service provider with an unknown one. Apart from the 
above mentioned costs, that is setup costs, learning costs, sunk costs. contractual 
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costs and continuity costs, Gremler (1995) also included search costs and 
habit/inertia as additional costs. ) to the ones already mentioned, that Might influence 
service loyalty. The latter two costs, that is search costs includes the cost of 
searching an alternative service provider whilst habit/inertia includes apathy and the 
lack of enthusiasm needed to change the service provider. 
3.4. The Taxonomy of Services 
It has already been highlighted in Chapter I that the research interest on customer 
loyalty had coincided with the emergence of the relationship marketing paradiM. 
which unlike traditional marketing theory has a much broader goal-onented scope 
towards the customer. In relationship marketing, the marketing success of a company 
is in the building and in the enhancement of customer relationships, for instance, in 
trying to transform indifferent customers into loyal ones and also in customer 
retention strategies (Berry, 1983). In Section 3.2.1 it was also noted that the consumer 
evaluation processes differ significantly between the purchases of goods and services 
and that consumers engage in greater pre-purchase and post-purchase evaluation 
including more intense information seeking with services than with tangible products. 
Czepiel and Gilmore (1987) noted, that this difference is primarily due to the intrinsic 
characteristics of the service element,, that is the intangibility, heterogeneity and 
interaction intensity properties of services. In other words, consumers tend to be more 
brand loyal with services than with goods because the characteristics of services 
actively triggers off the loyalty process. The 'purer' the services the greater is the 
capacity for loyalty (Zeithami, 1981; Czepiel and Gilmore, 1987). Also, Parasuraman, 
Zeithaml and Berry (1985) observed that these characteristics, or properties, of 
services made any adaptation of the goods quality research impossible. The 
importance of these characteristics induced Bowen (1990) to present and empirically 
test a taxonomy of services to classify service companies. By using cluster analysis 
techniques, Bowen identified that there were three distinct groups. These groups are 
mentioned hereunder- 
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W, Group 1. The 'Hi h-Conlact, Customised, Personal Services'GroM. 
The service companies classified in this group are- hotels, full service restaurants. 
medical clinics and hospitals whilst other services that are deemed to have the same 
characteristics are- banking, real estate agencies, legal services, interior decorating, 
beauticians and dental services. In this group, customers perceive employees to be 
important. So, the employee's knowledge of the job, appearance, and attitude to. vards 
the clients can influence the customer's perception of the quality of the sen'-Ices 
offered by the company. Custornisation is another important element so personal 
treatment that meets individual requirements is encouraged and customers should be 
allowed to contribute in the creation of the services. The study also identified that 
customers within this group showed that they had the ability to switch firms very 
easily. This means that firms have to make sure that the customers are satisfied, 
wherever possible, even to the extent of every possible encounter between the client 
and service provider. Strategies therefore for building customer related schemes such 
as customer-firm relationships, customer loyalty etc., become imperative for 
II ice companies failing in this group in order to reduce the risks of switching the serv 
provider. 
Group 2. The 'Low-Contact, Semi-Customised, Non-Personal Services'GrozW. 
The service companies classified in this group is photo finishing, whilst examples of 
other services with the same characteristics include, appliances repair,, shoe repair, 
and laundry and dry cleaning services. As in group 1, customer contact employees 
ought to have reasonable knowledge about the products offered and they should 
display adequate positive attitude towards the customers and company. However, the 
semi -custorrU sed and non-personalised elements of the service encounter 
does not 
warrant the same degree of personallsation and employee-customer relationship as in 
the case of the services classified in agroup 1. 
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Group 3. The 'Moderate-Contact Standardised Services' Group. 
The companies identified in this group are cafeterias, fast food restaurants, budget 
hotels, movie theatres and theme parks whilst other service companies shar-ing, the 
same characteristics are, spectator sports, budget airlines and exercise clinics. In this 
group, whilst staff ought to be well trained and efficient, the emphasis is more on 
speed of service and efficiency rather the direct contact characteristics that were 
highlighted in the other two groups as the product is highly standardised. 
It is the intention of this study to look at corporate banking customers. Banking at the 
corporate level is very much a high-contact, custorrnzed, and personalised service as 
represented in Bowen's (1990) group I taxonomy of services. The strategic 
implications of the service characteristics of this group are quite noted in particular 
that employee's attitude can influence the customer's perception of the quality of the 
services offered by the company. In addition, customers have the tendency to switch 
firms very easily. The service providers therefore must develop techniques for the 
building of customer loyalty strategies including exit barriers in order to reduce the 
ability of customers to switch to other banks. 
3.5. Summary of the Literature Review 
Companies have come to realise the importance and the economic benefits of 
maintaining a high level of customer loyalty (Reichheldý 1993). fn fact, companv 
executives are nowadays adopting 'defensive marketing' as a strategic marketing 
tool (Fornell and Wernerfelt, 1987,1988) to try to keep their customers because it 
costs less to retain customers than to attract new ones (Anderson, Forriell, and 
Lehman, 1994). In consumer behaviour theory, customer loyalty forms part of post- 
purchase behaviour, and researchers are interested in finding out whether purchases 
are just normal routine buying decisions, or whether they are the result of repeat 
purchasing behaviour of satisfied consumers (Oliver, 1993a). Leaming theories 
play a major part in the understanding and prediction of the evaluative judgements 
of consumer behaviour especially when repeat purchasing are complimented with 
the rigrht reinforcers and when product attributes are within consumer expectations. 
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In fact, 
, 
behavioural. learning seems to be more appropriate in explaining product 
loyalty in the case of low-involvement products, situations or decisions, %,, -hilst in 
the context of higher-involvement products that involve more search behaviour, 
risk and more complex decision-making processes by consumers, the cognitive 
learning theory seems to be the more applicable theory for the explanation of 
loyalty (Rothschild and Gaidis, 1981; Nord and Peter, 1980). 
Jacoby and Chestnut (1978) tried to distinguish between 'true' brand loyalty and 
other forms of repeat purchasing behaviour and suggested that it was the amount of 
the individual's decision-making and evaluative process (involvement) that resulted 
in a degree of commitment to a brand. This hypothesis collaborated with other 
consumer behaviour research and seems to be well grounded in the involvement- 
commitment literature. In fact, according to Crosby and Taylor (19833) true loyalty 
exists when there is involvement with a purchase and a commitment to a brand. 
Both Beatty et al., (1988) and Andrews' et al., (1990) hypothesised that brand 
commitment is closely associated with involvement. The linkage between the 
involvement and commitment constructs has good academic support in the 
literature (eg., Lastovicka and Gardner, 1979; Traylor, 1983, Crosby and Taylor, 
1983) with Beatty et al., (1988) explicating that there is a causal link between the 
two constructs. The consequences of involvement is search behaviour, such as 
greater time spent on examining alternative product attributes; information 
processing, such as directed cognitive-response activity, and finally persuasion, 
such as resistance to counter persuasion (Andrews et al., 1990). These mental 
activities are all captured by the attitudinal and cognitive components of loyalty and 
explained by the cognitive learning theory. If a purchase is made under these 
mental processes condition and an element of consumer satisfaction exists, then it is 
hypothesised by Beatty et al., (1988) that purchase involvement would eventually 
lead the consumer to brand loyalty. Both Backman (1988) and Pritchard (1991) 
hypothesised that the level of involvement will directly influence the development 
of service loyalty. They also hypothesised that depending on the level of consumer 
involvement, consumers will perceive service quafity differently and according to 
the level of satisfaction will determine the extent of consumer loyalty. The 
hypotheses put forward by Backman (1988) and Pritchard (1991) that both service 
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quality and satisfaction are mediating variables of loyalty has also been seen to .1 have some support in the literature (Rothschild and Gaidis, (1981), and 011va et al 
(1992)). This study will therefore hypothesise that involvement will have both a 
direct and mediating effect on service loyalty. 
The literature search on loyalty revealed that despite the various proliferation of 
loyalty studies there was never any real consensus amongst researchers on how to 
define loyalty (Jacoby, 197 1). In fact it is documented by Jacoby, (197 1 ), Dick and 
Basu, (1994), Gremler (1995), and Gremler and Brown (1996), that there were few 
studies that have gone beyond their area of investigation on issues other than the 
operational definitions, or measurement of the loyalty construct. The lack of 
consensus on definitions and the resultant proliferation of loyalty definitions is 
without any doubt a major setback for consumer behaviour researchers as it inhibits 
the comparison of research studies and also the general i sability of findings and 
results (Backman, 1988). Unfortunately however, whilst the conceptual i sation of 
the loyalty construct has evolved over the years, there is still no universally 
accepted definition of loyalty in the loyalty literature (Martin and Goodell, 1991. 
Gremler (1995); and Grem-ler and Brown (1996)). The second major limitation in 
the loyalty literature is the little interest on the part of researchers in investigating 
how the loyalty construct is related to other variables (Jacoby, 1971). In fact, there 
were only a few attempts by researchers to develop a conceptual framework of 
loyalty so that the relationship of variables that influence and are effected by the 
loyalty construct are identified. The identification of antecedents as well as the 
consequences of service loyalty is critical to the explanation of why consumers 
become loyal to brands. This lack of research may be the one of the primary 
reasons why the loyalty literature remained very much within the conceptual isation 
domain and according to Gremler (1995) it could be attributed to the fact that the 
majority of studies were undertaken on tangible goods. Researchers therefore may 
have overlooked completely the service features of the intangible product offering, 
in particular the "service provider-customer relationship issues (such as the degree 
of interpersonal contact in the service encounter, the ability to customise the serNice 
otTenng, or the amount of personalisation offered in each service), which may 
provide further insights into the antecedents to loyalty behaviour in general" 
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(Gremler, 1995, p 48). In fact, the majority of research studies on lovalty, especially 
the earlier studies, investigated consumer loyalty on tangible goods and very few 
studies to date have investigated loyalty with regards to intangible goods, service 
loyalty (Oliver, 1997, p396). This is the main reason why the studies by Grerriler 
(1995), and Gremler and Brown (1996) are considered to be very important studies 
in the loyalty literature. 
The literature review identified that there are three dimensional components, the 
cognitive, attitudinal and behavioural., which researchers operationalised in order to 
measure the loyalty construct. These three components are explained by both the 
cognitive and behavioural learning theories. The behavioural component is based 
on the act of, or on the outcome of, purchase behaviour. In this component, the 
reasons for purchasing are not taken into consideration. The attitudinal dimension 
goes beyond the 'outcome only' measure as researchers are interested in identifying 
the reasons behind the consistent purchase decisions of consumers in order to 
differentiate between 'true' loyalty and 'spurious' loyalty. The third component, the 
cognitive dimension, is more in-depth, than the behavioural and attitudinal 
dimensions. It involves the consumer's conscious decision making process in the 
evaluation of alternative brands before a purchase is affected and includes an 
amount of brand deliberation. It may also possibly reflect the buyer's resistance to 
persuasion to switch brands. The review of the literature revealed that there are very 
few studies that operationalised the loyalty construct as a three-dimensional 
construct. Many of the earlier studies focused on the behavioural. component of the 
loyalty construct (e. g. Brown, 1952; Cunningham, 1956). In the late sixties, studies 
started focusing on the attitudinal component of loyalty (e. g. Day, 1969) whilst in 
the early seventies both the behavioural and attitudinal, or cognitive, components 
were being considered as the appropriate measures of the loyalty construct (e. g. 
Newman and Werbel, 197-3). The next big jump therefore in the loyalty literature is 
without any doubt the research study by Gremler (1995), and Gremler and Brown 
(1996) as their study is one of the first research studies to include a three 
dimensional measurement (comitive, attitudinal and behavioural) of loyalty. 
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Scholars have highlighted the fact that the constructs, service lovaltý, and brand 
loyalty, are different constructs and therefore researchers could not rely on the resuits 
obtained from tangible goods loyalty studies and apply them to service loyalt", 
research. The most significant difference between the tangible and serxvice loyaltv 
constructs is the fact that services have a greater capacity for creating loyalty amongst 
consumers than tangible goods because of the intrinsic characteristics of the service 
element, that is the intangibility, heterogeneity and interaction intensity properties of 
services. The 'purer' the services the greater is the capacity for loyalty (Zeithaml. 
1981; Czepiel and Gilmore, 1987). The literature search on service loyalty revealed 
that there are very few in-depth studies on service loyalty (Gremler, 1995, Gremler 
and Brown, 1996; Oliver, 1997, p396). A list of the antecedent variables of the loyalty 
construct, 
., used 
in both the customer loyalty and service loyalty studies, indicated that 
these studies made use of satisfaction, perceived quality, switching costs and 
involvement amongst other constructs, as the antecedent constructs. However, the 
main limitations of these few service loyalty studies is the fact that they followed the 
same approach of the other research work on brand loyalty by focusing the area of 
research on defining and measuring the service loyalty construct. For this reason, the 
study by Gremler (1995), and Gremler and Brown (1996) is considered to be a major 
inroad in the research on service loyalty as three antecedents (satisfaction, 
interpersonal bonds and switching costs) of service loyalty are brought together in a 
single conceptual model and the causal relationships of the constructs were 
empirically tested. 
The main aim of this study is to emulate the approach taken by Gremler (1995), and 
Gremler and Brown (1996) by extending and broadening the area of investigation of 
the service loyalty construct. The research model, as depicted in Chapter 5 Figure 5.1, 
will empirically test the relationship of the variables satisfaction (two satisfaction 
constructs and not one as in the case of the Greniler, and Gremler and Brown model), 
switching costs, service quality and involvement in order to identify how these are 
related to the dependent variable, service loyalty. The effects of perceived service 
quality and satisfaction on behavioural intentions (loyalty in the case of this study) 
have seldom been examined when both variables are included in one model (Gotheb 
et al., (1994). In addition, Bitner and Hubbert empirically identified that the three 
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constructs, encounter and overall satisfaction and service quality, are three distinct 
and independent constructs and hypothesised that a potential area for future research 
is the need to discover which of the three constructs is the better predictor of the 
loyalty construct, one of the objectives of this study. The inclusion of these three 
constructs, in one conceptual model, will therefore extend the satisfaction-service 
quality controversy to the loyalty literature. The model that will be considered in this 
study has not been considered to date by other studies. 
3.6. Importance of the Research Study 
This study, like Gremler (1995), and Gremler and Brown (1996) study, will add to 
the few loyalty studies, that have already been identified by the literature search. 
The main aim is to go beyond the area of investigation on issues other than the 
operational definitions, or measurement of the loyalty construct. It will also break 
another of the limitations identified in the loyalty literature by investigating how the 
loyalty construct is related to other variables. In fact, the loyalty literature revealed 
that there were few attempts by researchers to develop conceptual frameworks of 
loyalty and when models were hypothesised, very few empirically tested the inter- 
relationships of the constructs. Unlike the majority of loyalty studies therefore, this 
study will emulate the research work by Gremler (1995), and Gremler and Brown 
(1996), by using a three dimensional measurement (cognitive, attitudinal and 
behavioural) of loyalty. Operational i sation the loyalty construct in this three- 
dimensional manner has theoretical significance as was observed by the learning 
theories as discussed in Chapter 2. The other theoretical importance of this study 
can be seen from the brief observations made hereunder- 
'96) noted that 1) Gremler (1995), Gremler and Brown (1996), and Oliver (1997, p-) 
research work, both theoretical and empincal, that have investigated loyalty 
within the services context are very scarcel 
2) the loyalty research has not advanced much since the seventies and the studies 
by Gremler (1995), and Gremler and Brown (1996) provide the ne, -. Ct big jump in 
the loyalty literature; 
so 
3 3) the research model builds on the research work by Gremler (1995), and Gremler 
and Brown (. 1996) by the inclusion of two distinct satisfaction constructs- 
instead of the one satisfaction construct used in their model, and by the 
inclusion of the service quality and involvement constructs, 
4) the omission in Gremler's study of the perceived service quafity construct is 
described by Gremler as a limitation of his study (Gremier, 1995)1 
5) the effects of perceived service quality and satisfaction on behaviourai 
intentions (loyalty in the case of this study) have seldom been examined when 
both variables are included in one model (Gotlieb et al., (1994); 
6) both Cronin and Taylor (1994) and Parasuraman- Zeithaml and Berry (1994) are 
in agreement that 'the directionality of the service quality/satisfaction 
relationship is still in question and that future studies of these relationships' are 
needed (Cronin and Taylor, 1994, p 129); 
7) the inclusion of the perceived quality and the two satisfaction constructs in one 
conceptual model will extend the satisfaction-service quality debate to the 
loyalty literature; 
8) the use of a subjective disconfirmed servqual as an instrument to measure the 
service quality construct avoids the statistical and methodological problems of 
the inferred discon-firmation method for the operational isation of the service 
quality construct (Carman, 1990; Anderson and Fomefl, 1994, p247; Rust, 
Zahonk and Keiningham, 1996, p249). There are few known studies (Caruana, 
1999) that have used the subjective disconfirmed servqual instrument; 
9) the Jensen, Carlson and Tripp (1989) involvement instrument has been used for 
tangible goods. This study has modified the instrument for services and no CID 
known research work has been identified that has used this modified version of 
the involvement instrument, 
10) the need to identify the causal ordering of the encounter satisfaction, overall 
satisfaction and service quality constructs is cited by Bitner and Hubbert (1994) 
as an area for future study and should therefore contribute to the controversy of 
the causal link between the two satisfaction constructs and the service quality .1 
construct-, 
11) the need to discover which of the three constructs, encounter satisfaction. 
overall satisfaction and service quality, is the better predictor of later consume., 
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behaviour, such as loyalty, is cited by Bitner and Hubbert (1994) as an area for 
future study, 
12) to date, there is no known model that has hypothesised and empirically tested 
the interrelationships amongst the constructs under study in one conceptual 
framework-, 
13) this study will continue on the path followed by Gremler (1995), and Gremler 
and Brown (1996) and hopefully it should place 'another small stone' on the 
work already done by these authors thereby contributing to knowledge in this 
area of research. 
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CHAPTER 4 
METHODOLOGY 
CHAPTER 4 
METHODOLOGY 
I. Introduction 
The research process involves a decision on the methodology that needs to be 
selected by the researcher. Runkel and McGrath (1972) observed that it was not 
possible, in principle, to do an unflawed study. There is no one true method, or 
correct set of methodological choices, or best strategies that will guarantee success 
of the research study. According to Desphande (1983) the two basic research 
paradigms that have dominated the major research studies in marketing and other 
social sciences are the positivist view, also known as the traditionalist, 
experimentalist or empiricist, which is synonymous to the quantitative paradigm, 
and the idealist school of thought, also known as the constructivist, naturalistic, 
interpretative, postpositivist or postmodern, which is associated with the qualitative 
paradigm. Desphande (1983), adapted a table from Reichardt and Cook (1979), to 
describe the main characteristics of these two paradigms as can be seen below. 
Table 4.1. Characteristics of the Quantitative and Qualitative Paradigms. 
Qualitative Paradigm: 
1. Qualitative methods preferred. 
Concerned with understanding human 
behaviour from the actor's frame of 
reference. 
4 
Phenomenological approach. 
Quantitative Paraifigm: 
1. Quantitative methods preferred- 
2. Seeks the facts or causes of social phenomena 
without advocating subjective interpretation- 
3. Logical-positivistic approach- 
Objective. distanced from the data. 
Subjective, close to the data. 
Grounded, discovery-onentecL exploratory, 
exlmslonist, descnptive, inductive. 
5. UngroundecL verification-onented- 
confirmatory, reductionist. inferential. 
hypothetico-deductive. 
Process-onented- 
Validitv is cntical. 
Holistic - attempts to synthesize. 
Outcome-onented- 
Rellabilltv is Cntical. 
8. Particularistic - attempts to analyze. 
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The choice of a paradigm is critical as it positions the researcher with a decision in the 
research design on whether to construct the theories and models first and then 
continue the study by investigating the world of empirical research or, whether to take 
on the opposite approach and let theory follow empirical research. The theory-than- 
research strategy is normally associated with the quantitative paradigm whilst the 
research-than-theory strategy with the qualitative paradigm (Franckfort-Nachmias and 
Nachmias., 1992, p 46). Ideally, as Desphande (19833) points out, researchers should 
understand the advantages and disadvantages of both paradigms and their relative 
strengths and weaknesses so that a triangulation of procedures could be adopted by 
the researcher. In this way, an appropriate mix of the research paradigms would 
ensure that the weaknesses of one set of methodology are compensated for by the 
strengths of the other and vice-versa. However, this approach may not always be 
possible due to various constraints for example, time, finance, scope of the study, 
which all act as a burden on the researcher. Therefore, like all other research studies, 
the criteria for choosing a research design will rest ultimately on the personal 
preference of the researcher and the aims or context of the research study (Easterby- 
Smith, Thorpe and Lowe, 1994, p 40). 
In this research study, the researcher has comfort with the ontological, 
epistemological, axiological, rhetorical and methodological assumptions of the 
quantitative paradigm; is seeking the facts and causes of social phenomena as the 
main objective is to test the strengths of relationship and links between different 
constructs for both cause and effect order; will adopt a very objective study approach 
as all the concepts, variables and hypotheses will be chosen before the study begins 
and will remain essentially fixed throughout the studyl and the research per se is very 
outcome oriented; all characteristics of the quantitative paradigm as defined in Table 
4.1 above. Furthermore,, the researcher has the required statistical skills necessary to 
conduct the research and the nature of the research problem is very much quantitative 
as previous research exists in the literature with known variables and existing theories 
(Creswell, 1994, p 8-10). In addition to the quantitative paradigm preference, since 
the main interest of this study is in the confirmation of propositions or hypotheses, 
rather than in discovering new propositions or hypotheses, this study will make use of 
the survey research method as a vehicle for collecting the data. It is documented that 
the survey method is the most widely used method for measuring the constructs under 
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study as the answers to the instruments used are direct, With a clear purpose, 
providing straightforward responses, and the corresponding rules between the 
constructs are clearly defined and unequivocal (Yi, 1990). 
4.2. Survey Research 
There are basically two types of survey research that can be conducted- (1) the 
descriptive, census-type survey, also known as status survey as the main alm is to 
learn the status quo of variables; and (2) the analytic, relational type survey. The 
analytic survey is specifically designed to explore association of particular variables. 
or specific hypotheses whilst the main purpose of descriptive surveys is purely to 
count, or enumerate opinions., or characteristics, of the population at large, or of a 
representative sample of the population so that ultimately inferences about the 
population would be made. Therefore, the descriptive survey research method aims 
more at describing rather than explaining phenomena as in the case of the analytical 
survey research approach. Hence, a key issue in designing a descriptive study is the 
relationship between the sample and its population whilst an analytical research study, 
is less oriented towards representativeness and more directed towards the findings of 
associations, explanations and predictions of variables (Oppenheim, 1992, p2l). The 
less rigorous sample representativeness in analytical research is evidenced by a good 
part of academic research studies as researchers, for convenience sake, very often 
collect a sample of volunteers from the university or choose a sample purposively 
without any references, or claims, or assumptions of representativeness (Moser and 
Kalton, 1993, p233 )). This research study will make use of the analytic survey method, 
deviating slightly in concept from other analytical studies, as it would seek to 
generalise the results of the study even though statistically the results of the research 
should pertain only to the sample under consideration and within the framework of the 
context undertaken. 
The survey research method entails the administration of a questionnaire to a sample 
of respondents selected from a population. It involves the following steps- (1) data 
collection, (2) sample selection and (3) construction of the research instrument 
(Babbie, 1995, p274). Each of these three steps will be briefly reviewed in tile 
preceding sections. 
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4.2.1. Data Collection 
It is the practice of social research studies to operationalise the variables by askin-g, 
people questions as a means of getting data for analysis and interpretation (Babble. 
1995, p141). The three main methods by which questionnaires are administered are 
mail, telephone and personal interview. According to Churchill (1995, p_3360), %,, hllst 
each method has its advantages and disadvantages the researcher has to consider the 
cross-cultural constraints when using these methods as these tend to differ fTom 
country to country. For instance, it is not culturally acceptable to answer questions 
over the phone in Japan, whilst this method is quite common In the USA and Is also 
culturally permissible but not fi7equently used in Malta. Personal interviews are 
seldom used in Sweden. ) whilst in Switzerland and the United Kingdom these are 
popular and are normally conducted in the homes and offices whilst in France, these 
are normally carried out in the streets and malls. Similarly, mail surveys are used 
predominantly in the Netherlands, Sweden, UK and Malta but are not at all popular in 
France and Switzerland. 
Academic researchers are often very biased towards the use of mail surveys partly 
because of (a) the low cost of data collection; (b) the low cost of processing the data; 
(c) the avoidance of interview bias; and (d) the ability to reach respondents who live 
at widely dispersed areas (Oppenheim, 1992, p102). However, without any doubt the 
major edge that mail surveys have over the telephone and personal interviews is their 
intrinsic ability to enable the respondents to check the information in a leisurely and 
thoughtful way (Kanuk and Berenson, 1975). Nevertheless, one of the main 
disadvantages of using a mail survey is the generally low response rate in relation to 
the other methods of data collection. For instance, Yu and Cooper (1983) identified 
that the response rate in mail surveys can be as low as 47.3% whilst the response rates 
for telephone and personal interviewing can be relatively as high as 721.3 )% and 8 1.7% 
respectively. In order to rectify the low response rate problem, which is the major 
disadvantage associated with mail surveys, the researcher will try to improve the 
response rate by principally following the guidelines as recommended by Oppenheim 
(1992, p103-105) and other researchers as described in Section 4.2.1.2 These 
guidelines should heighten the respondent's co-operation and motivate the selected 
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respondents to collaborate positively to the research project. The higher the response 
rate the more accurate will be the estimated parameters of the population sampled. 
4.2.1.1. Non-Response Bias 
Kanuk and Berenson (1975) noted that the validity and reliability of mail surveys 
could be improved in two ways: (1) by increasina I in = the response rate, as described i 
Section 4.2.1.2. and (2) by reducing biases caused by non-response. Non-response 
bias, or non-response error, occurs when there is a failure to obtain information fi7om 
elements of the population that are selected and designated for the sample. Non- 
response is a problem because it raises doubts whether those that did not respond 
where in some way different fi7om those that did respond (Churchill, 1995, p661). 
There are different ways of trying to identify the effects of the non-response bias so 
that the survey findings are thereafter adjusted. But these all involve additional data 
collection through interviewing involving more time and resources on the part of the 
researcher. According to Williams (1978), sample members may become non- 
respondents because they either refuse to respond, or lack the ability to respond, or are 
inaccessible to the researcher. Yu and Cooper (1983) suggest that amongst the 
remedies which are normally applied by researchers to cope with the non-response 
bias are the following- (1) replacing each non-respondent with a matched member of 
the population; (2) attempting to infer the impact of non-response bias, but as has 
been already mentioned above this involves additional data collection; and (3)) 
improving the research design to reduce the number of non-respondents. This study 
will favour the last alternative and various methods Will be employed, as described in 
Section 4.2.1.2, to increase the response rate so that the effect of the non-response 
bias will be as low as possible. 
4.2.1.2. Increasing the Response Rate 
A review of the literature revealed that there are various guidelines that should be 
implemented in a research study in order to ensure that the response rate is as high as 
possible in a mail survey. Some of the guidelines that will be used in this research 
project are briefly explained hereunder- 
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Covering letter: A covenng letter, endorsed by the research department of Surrey 
University, was attached to the questionnaire. Whilst all questionnaires are normally 
accompanied by a covering letter, the appeal of the covering letter seems to be the 
most logical way of persuading the individuals to respond (Kanuk and Berenson, 
1975) even though Yu and Cooper (1983) identified that appeals do not significantly 
affect the response rate. The covering letter and the questionnaire can be seen in 
Appendix A and Appendix B respectively. 
Explanation of selection: Normally, a brief note is also attached to the covering letter 
explaining how the respondent came to be selected. This method was not resorted to 
because it was felt that the length of the questionnaire together with the accompanying 
letter was more than enough information to mail for this project. However, the 
respondents that were selected in the pilot study phase were pre-notified and briefed 
on the scope of the project. 
Survey sponsorship: There is some evidence suggesting that the official sponsorship, 
including University sponsorship, will tend to have a positive impact on the response 
rate (Oppenheim. 1992, p103-105; Kanuk and Berenson, 1975). Attempts were made 
by the researcher to get support for this project but these did not materialise. 
Questionnaire length: The empirical studies conducted by Kanuk and Berenson 
(1975), Childers and Ferrell (1979), and Yu and Cooper (198-3)) suggest that contrary 
to all expectations the length of the questionnaire does not appear to have any 
significant adverse effect on the response rate. Hence the length of the questionnaire 
was not adjusted. 
Envelope: The envelope was addressed to the respondent personally so that the 
chance of it being opened is increased. This also increased the probability of having a 
higher response rate (Oppenheirn 1992, p103-105). 
Return envelope: There is evidence to suggest that the inclusion of a stamped return 
envelope gives an indication of trust thereby increasing the probability of having a 
higher response rate (Oppenheim 1992, p103-105). A pre-stamped envelope was sent 
with all the questionnaires. 
Confidenualitv,. - Normally an explicit statement conveying confidentiality is 
prominently displayed at the beginning of the questionnaire. This was not necessarv in 
the case of this study because the research project was purposely constructed to be 
generic and hence avoiding confidentiality issues (Oppenheim 1992, p 103-105). 
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Anonymity: Since the research survey is a generic study on the banking services. 
generic studies offer the advantage that the anonymity of both the respondents and the 
specific institutions are automatically respected. Nevertheless, every effort was made 
to portray the image that anonymity of the respondents was strictly adhered to and 
guaranteed thereby enhancing the confidentiality aspect of the survey. Howe'. "er. 
experimental evidence suggests that the promise of anonymity to respondents has no 
significant effect on the response rate (Kanuk and Berenson, 1975). 
Incentives: Incentives, both monetary and non-monetary, have been identified to 
increase the response rate of questionnaires (Kanuk and Berenson, 1975; Yu and 
Cooper, 1983). However, no incentives were given for this research project. 
Appearance: Whilst there is no general conclusive evidence on the effects of 
appearance on the response rate, the general layout, typeface and quality of the 
covering letter and the questionnaire was very conservative in layout as expected from 
an academic research project. 
Paper size: A plain standard A4 size paper was used as Childers and Ferrell (1979) 
suggest that this paper size rather than a foolscap paper has a more positive effect on 
the response rate. 
4.2.2. Sampling Criteria 
4.2.2.1. Sampling Decisions 
Given the context of this research and its focus on personal banking, two of the five 
banks in Malta were approached and asked whether they were willing to participate in 
this research study. Both accepted to discuss this issue further and meetings were held 
to explain the scope of the research. However, unfortunately both banks declined to 
participate for different reasons but mainly because they were not in favour of using 
their own databases for outside research projects. In view of this, and due to the time 
constraint faced by the researcher, questionnaires were distributed to retail banking 
customers outside the branches of the three main banks in a very popular geographical Z- 
location. A very brief interview explaining the scope of the research took place as 
customers came out of the retail banks. Those , ý,, ho expressed an interest in 
participating were given the covering letter and the questionnaire. as can be seen in 
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Apppendices A and B. This approach to data collection has been used quite 
successfully in Malta and the population is an appropriate service focus in this type of 
research context (Caruana, 1999). Furthermore, this procedure was carried out on a 
random basis to ensure response variability the results of which can be seen in the 
descriptive statistics and demographics Section 4.6.7. 
Response: One of the most significant problems faced by survey researchers is the 
non-response bias, that is the error caused by the difference between those who 
respond to a survey and those who do not. The non-response rate is calculated &om 
the formula as can be seen hereunder- 
Non-response rate 
Number of completed questionnaires 
Number of eligible respondents 
Whilst there were attempts by the researcher to increase the response rate, as was 
described in Section 4.2.1.2., there was still a total non-response rate of 65% as can be 
seen &om the Table 4.2. below. The response rate of 35% is slightly below the 
expected response rate in mail surveys that Yu and Cooper (1983) identified to be in 
the region of 47.3%. The pilot survey response rate was substantially higher than the 
expected average because respondents where personally pre-notIfied by phone by the 
researcher and the respondents were briefed on the scope of the research. 
Table 4.2. - Response rate 
Pilot Full Total 
Survey Survey 
75 110 185 
= 50% --24% = -')I% 150 450 600 
Parasuraman (1991, p582) suggests that the survey results could be adjusted for the 
non-response errors. This technique requires that a small random sample of non- 
respondents are contacted personally, or by phone, and the replies are thereafter 
compared for any statistical significance. Adjustments are then made to the sur-vey 
findings to yield more accurate estimates. This technique is very similar to the 
sensitivltv analysis suggested by Tull and Hawkins (1993, p193) as a strategy for 
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dealing with non-response bias. The main aim is to ascertain the degree of difference 
of the non-respondents effect. Both these techniques require some knowledge on the 
identity of the non-respondents. However, due to the sensitivity of the research study 
and to ensure that total anonymity was uniformly kept at all times, there v, -as no 
attempt on the part of the researcher to devise means of keeping a record to identifý' 
the respondents from the sample frame. fn the absence of making subjecti%'e 
estimates, as recommended by Tull and Hawkins (1993, p193), which requires that 
the researcher makes a subjective evaluation of the probable effects of the non- 
response error, Oppenheirn (1992, pl. 07), suggests that at times it is safer to report the 
fact that non-response problems exist and that the results may contain bias. 
4.2.2.2. Sample Size 
Tull and Hawkins (1993, p566) observe that there are at least six different methods for 
determining the sample size in marketing studies. These are (1) unaided judgement, 
(2) all you can afford, (3) the average of samples of similar studies, (4) required size 
per cell, (5) use of a traditional statistical model, and (6) use of a Bayesian statistical 
model. However, another method not mentioned by Tull and Hawkins, is that the 
sample size could be also deter-mined by the a priori requirement., or constraints, of 
the mathematical technique used for measuring the statistical relationships. The 
mathematical technique that will be used in this research study is structural equation 
modelling. The sample size requirement for this statistical technique will also be 
examined. This will then be compared with the results of the traditional statistical 
model. 
Dillon, Madden and Firtle (1993, p251) noted that there are basically four main 
factors that influence the sample size. These are, the desired degree of precision (H); 
the critical value of the stated level of confidence (Z); the estimate of the population 3- 
standard deviation ((Y) and the projected resources, especially time and money. Both 
(H) and (Z) are predetermined by the researcher whilst ((Y) is unknown but can be 
based on estimates Of prior studies, or on a small scale study, or on estimates of 
variances for rating scales used in marketin research studies. Both Tull and Hawkins 9 
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(1993, p576) and Churchill (1995, p633) provide guidelines of estimated variances for 
rating scales that are used in marketing studies. These are tabulated as per hereunder- 
Table 4.3. - Range of Variance for Rating Scales 
NUMBER OF SCALE 
POINTS 
TUILL AND HAWKINS 
RANGE OF VARIANCE 
CHURCHILL 
RANGE OF VARIANCE 
3 0.67 
4 1.0 0.7 - 1.33 
5 1.8 
6 2.5 1 2.0 - 3.0 
7 3.5 2.5 - 4.0 
10 6.0 3.0-7.0 
If the above range of variances are used as estimates of the population standard 
deviation (a), then it is recommended by Churchill (1995, p633 3) that in order to arrive 
at sample size estimates that are at least large enough to enable the research objectives 
to be accomplished, it is better to use the variance estimates that are at the higher end 
of the range. 
Estimating the sample size therefore requires solving the following equation: 
z2 
H2 
(H) in this study is set at ± 2.5 margin of error of a scale Point. 
2. (Z) is set at 95%, or Z=1.96. 
(a) the variance is used instead of the standard deviation (the variance is 
square root of the standard deviation) has two estimates of 0.67 and 4, as 
depicted from the above Table 4.3, representing respectively the three 
point scale and the seven point scale of the research instrument. 
The sample size estimates therefore, according to the traditional statistical model. 
ranges from 41, for the three-point scale, to 2245, 
for the seven-point scale as can be 
seen from the calculations hereunder: 
k) 
(1.96Y 
x4=245 (0.25)2 
(1.96)2 
x 0.67 = 41 (0.25)2 
However,, as pointed out above, the sample size could be also determined by the a 
priori requirements of the mathematical technique used. The importance of 
establishing relationships among theoretical constructs in social and behavioural 
sciences has led to a preference amongst researchers on the use of structural equation 
modelling techniques (Schumacker and Lomax, 1996, p68). Sample size has always 
been a major concern in the application of structural equation modelling as they 
determine the extent to which the evaluation procedures can be trusted. In small 
samples, the X2 test may not show the difference in model evaluation whilst in large 
samples, trivial misspecifications may result in the rejection of the models (Hu and 
Bentler. 1995). Schumacker and Lomax (1996, p125) also observe that with a sample 
size above 200 the X2test has a tendency to indicate a significant probability level 
whilst as sample size decreases below 100 the X" test will indicate non-significant 
probability levels. Whilst small sample sizes have ranged between 200 and 500 cases, 
and large samples have ranged between 1000 and 5000 cases (West, Finch and 
Curran, 1995), Hair et al., (1998, p605) recommend that whilst there is no correct 
sample size, a sample should range between 100 and 200 cases with 200 being the 
maximum, often defined as the 'critical sample size' (Hoelter, 198-3)). Given that the 
research model might need to be cross-val 1 dated, by splitting the existing sample 
rather than by obtaining a second set of data due to time, money and other resources 
constraints, the critical upper limit sample size of 200 as advocated Hair et al., (1998, 
p605) is preferred over the sample sizes ranges of 41, or 245, as identified in the 
traditional statistical method. 
For the purpose of this research, the selected sample size refers to the total number of 
valid returned questionnaires. 
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4.2-3. The Research Instrument 
The model of this study deals with six constructs. These are Service Loyalv, 
Switching Costs, Service Quality, Encounter Satisfaction, Overall Satisfaction and 
Involvement. Specific measuring instruments are needed to measure these 
constructs the details of which are described hereunder- 
Construct 1: Service Loyalty is hypothesised as an endogenous variable. It is 
conceptualised by Gremler (1995) and Grem-ler and Brown (1996) as a three- 
dimensional 14-item, seven point Likert type scale. The scale ranges from I= 
Strongly disagree to 7= Strongly agree. These 14 items are represented in the 
questionnaire as questions I to 14. 
Construct 2: Switching Costs is conceptualised by Gremler (1995) and Gremler 
and Brown (1996) as a higher order construct and is based on the research work of 
Guiltinan (1989) and Klemperer (1987). It is composed of the six factors 
habit/inertia, setup costs, search costs, learning costs, contractual costs and 
continuity costs. These factors are measured by their respective items that is, 3- 
items for the habit/inertia factor, and 4-items, 3-items, 2-items, 3-items and 33-items 
for the other respective factors. Switching Costs is hypothesised as an exogenous 
variable in this study and has the same seven Likert type scale points as construct 1. 
The scale ranges from I= Strongly disagree to 7= Strongly agree. There are 18 
items in total and these are represented in the questionnaire as questions 15 to 32. 
Construct 3: Service Quality is hypothesised as an endogenous variable and can 
be measured by a 21-itern Servqual scale developed by Parasuraman. Zeitaml and 
Berry (1985,1988 and 1994). This variable is a higher-order construct composed of 
initial by the five factors reliability, tangibles, responsiveness, assurance and 
empathy. These factors are measured by 5-Items, 5-Items, 3-items, 4-Items and 4- 
items respectively and by a3 point Likert type scale. This is in line with the 
recommendations by Carman (1990), Anderson and Fornell (1994, p247) and Rust, 
Zahonk and Keininaharn (1996, p_'49) who suggested a subjective discomfirmation 
Servqual instrument to avoid the statistical, methodological and psychometnc 
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problems usually associated with the inferred discomfirmation Servqual instrument. 
The scale ranges from I= Much better than expected to 3= Worse than expected. 
These items are represented by questions 33 to 5") in the questionnaire. The scores 
are then reversed out in order to ensure conformity with the rest of the research 
instrument. 
Construct 4: Encounter Satisfaction is hypothesised as an exogenous variable 
and is conceptualised by Bitner and Hubbert (1994) as a 9-itern instrument, four of 
which are based on the research work of Oliver (1980). The items have been 
slightly reworded to ensure that uniformity is kept to the 7 point Likert type scale 
used by the rest of the constructs in the research instrument. The scale ranges from 
I= Strongly disagree to 7= Strongly agree. The 9-items are represented by 
questions 54 to 62 in the questionnaire. 
Construct 5: Overall Satisfaction is hypothesised as an endogenous variable and 
is also replicated from the work of Bitner and Hubbert (1994). The construct is 
measured by 4-items and as in the case of the Encounter Satisfaction construct they 
have been slightly reworded for uniformity's sake. The scale ranges from I= 
Strongly disagree to 7= Strongly agree. The 4-items are represented by questions 
63 to 66 in the questionnaire. 
Construct 6: Involvement is hypothesised as a higher-order exogenous construct. 
it is composed of four factors, importance, knowledge, brand preference and 
commitment. The instrument though replicated. from the work of Jensen, Carlson 
and Tripp (1989) is essentially based on the research work of Lastovicka and 
Gardner (1979). Since the authors used the involvement instrument for tangible 
'goods research, 
the instrument had to be slightly modified to capture the services 
context. One item was left out as it could not be adapted for this research. The four 
factors are measured by 9-items, 5-items, 3-Items and 4-items 7 point Likert scale 
respectively. The scale ranges from I= Strongly disagree to 7= Strongly agree. 
The 21 -items are represented in the questionnaire by questions 67 to 87. 
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4.2.4 The Reliability of the Scales 
The research instrument., as described in Section 4.2.3., is made up from various 
research studies that are published in recognised journals. However, not all the 
studies have reported the reliability estimates of their scales. The reasons for this 
may be different but it normally is due to the fact that either the study undertaken 
does not require that the reliabilities scores need to be reported or that the scales are 
replicated &orn other research work that are very well documented in the literature. 
The studies that have reported the reliability estimates of their scales are as per 
hereunder: 
Table 4.4. Reliability Estimates of the Scales 
CONSTRUCT DMffNSIONS RELIABULITY 
Loyalty Behavioural / Attitudinal 0.943 
(Gremler, 1995) Cognitive 0.941 
Switching Costs Effort 0.902 
(Gremler, 1995) Contractual Costs 0.816 
Continuity Costs 0.786 
Service Quality-r--- Reliability 0.87 
(Parasurmnan, Zeitlunni Responsiveness 0.84 
and Berry, 1994) Assurance 0.81 
Empathy 0.85 
Tangibles 0.75 
Encounter Satisfaction Not reported 
(Bitner and Hubbert, 1994) 
Overall Satisfaction Not reported 
(Bitner and Hubbert, 1994) 
Involvement Importance Not reported 
(Jensen, Carlson and Tr7pp, Knowledge 
1989) Brand Preference 
Commitment 
* The reliability coefficients reported are for the three-column computer 
manufacturer study. 
As can be clearly seen from the above table, out of the six constructs under study 
only three studies reported the reliability coefficients of their scales. Furthermore, 
the study by Gremler, regarding the service loyalty and switching costs constructs, 
reported the reliability estimates of the factors and not on the individual 
dimensions. In view of this anomaly, this study had to initially proceed with a pilot 
survey in order to test whether the selected scales had the required rellabli, tN, I 
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estimates before the full research work was undertaken. The results of the pilot 
survey are reported in Section 4.3 hereunder. 
4.3. The Pilot Study 
A pilot study was undertaken after the initial 75 returned questionnaires were received 
to test the reliability of the respective indicator variables and to perform confirmatory 
factor analyses on the separate constructs under study. The testing of these separate 
issues is important at this stage of the study as it determines whether the researcher 
should proceed with the full study or to make the necessary fundamental changes to 
the whole research project. The results of the findings were comforting as can be seen 
hereunder: 
(1) The reliability tests for the separate constructs and their respective dimensions are 
shown in Table 4.5 below. 
Table 4.5. Survey Reliability Results 
CONSTRUCT DMENSIONS RELIA-BULITY 
Loyalty Behavioural 0.86 
Attitudinal. 0.92 
Cognitive 0.85 
Switching Costs Habit/Inertia 0.66 
Set-up Costs 0.81 
Search Costs 0.85 
Learning Costs 0.72 
Contractual Costs 0.67 
Continuity Costs 0.83 
Service Quality Reliability 0.79 
Responsiveness 0.86 
Assurance 0.86 
Empathy 0.75 
angibles 0.80 
Encounter Satisfaction 0.95 
Overall Satisfaction 0.95 
Involvement Importance 0.96 
Knowledge 0.76 
Brand Preference 0.1'_3 
Commitment 0.04 
As can be clearly seen from the above Table 4.5., the initial reliability results of the 
various constructs are all good and acceptable with the exception of the Brand 
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Preference and Commitment dimensions which had either negative questions or 
slightly difficult questions distorting the reliability results. 
4.4. Assessment of Measurement 
Carmines and Zeller (1994, p2) define measurement as a process that involves both 
theoretical and empirical implications. Empirically the main focus is based on the 
observable responses, for instance an answer to a question in a questionnaire, or an 
interview. Theoretically it evolves around on how well the underlying unobservable 
concepts are captured by the responses. If the relationship between the 
unobservable concept and the empirically grounded indicators (observable 
responses) is strong then analyses of the indicators can lead to useful inferences 
about the relationship of the unobservable concepts. However, if the concepts have 
no empirical indicators or if the relationship between the concepts and indicators is 
weak than analysis conducted on the basis of these indicators can only lead to 
incorrect inferences and misleading conclusions concerning the underlying 
concepts. It therefore follows that since it is the attributes of the concepts that are 
being measured and not the concepts per se, it is most likely that there will be some 
errors during the measurement process. Measurement errors will always exist but 
one should try to minimise them as much as possible (Nunnally and Bernstein, 
1994, p213). Churchill (1979) captured the relationship between the true score and 
measurement errors in a model as described below- 
YLO ý XT + XS + XR 
where XTrepresents the true score 
Xs represents the systematic error of measurement 
XR represents the random error due to transient 
aspects of the person or measurement 
situation 
A measure is reliable when the experiment, test or any measuring procedure yields 
the same results on repeated trials that is, whenXR ISvery small. For instance, If XR 
is zero then the measure is perfectly reliable. A measure is valid when the 
differences in the observed scores reflect true difference on the characteristic one is 
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attempting to measure and nothing else, that IS 11CO ":: -- XT. Therefore. in line with 
Churchill's model if a measure is valid it is also reliable but if the measure is 
reliable(XR = 0) Itmay still not be valid as Xo = XT- Xs. So in order to assess the 
quality of an instrument it is always necessary to see whether it is both reliable and 
valid. 
4.4.1. Assessing Reliability 
Carmines and Zeller (1994, p27) highlight that there are four basic methods for 
estimating the reliability of empirical measurements, these are the 'test-retest' 
method, the alternative-form. method, the split-halves method and the internal 
consistency method. This study will make use of the more popular internal 
consistency method for the reasons explained below. 
The 'test-retest' method essentially involves giving the same test to the same people 
after a period of time. Repeating the same test however has the disadvantage of 
being expensive to run and very impractical to administer. It may also lead to 
overestimation problems due to the respondents memorising the answers of the first 
test (Churchill, 1979). Similarly, the alternative form method also requires a second 
test to be administered but the repeat test is structured in a different form in order to 
minimise the influence of the respondents' memory. Once again, apart from the 
expensive administrative procedures of re-running a second test, it is also at times 
difficult to construct two alternative forms of the same test with the same properties 
in order to have parallel measurement. The third method, the split-halves approach, 
is more complicated than the former two tests and requires the researcher to split 
the questions (items) into two subsets. The major difficulty usually encountered in 
this method is that the correlation results of the subsets will differ depending on 
how the researcher splits the question (items) into the two subsets. The 
disadvantages encountered by researchers in the three methods just described has 
led Paul Peter (1979) to recommend that if one of these three methods is used it 
should also be supplemented with the internal consistency method. Furthermore. 
Churchill (1979, p68) suggests that Cronbach's coefficient alpha, which is the test 
statistic used in the internal consistency method, should be ", ibsoiutelv ... the 
first 
II 
measure one calculates to assess the quality of the instrument . 
The internal 
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consistency reliability method is widely used in academic research and is concerned 
with the homogeneity of the items comprising a scale. If the items of a scale have a 
strong relationship with their latent variable, they will also have a strong 
relationship with each other. A scale is internally consistent when the items making 
up a scale are highly intercorrelated. I-Egh intercorrelations between the items mean 
that they are measuring the same construct (DeVellis, 1991). A low Cronbach's 
alpha, 0.50 or less , is an indication that the representative items are performing 
poorly in capturing the construct. For basic research studies reliabilities of 0.80 or 
beyond are very acceptable (Churchill, 1979). For the purpose of this study the 
internal consistency method will be used to assess the reliability of the measuring 
instruments in preference to the other methods for the reasons just explained above. 
4.4.2. Assessing Validity 
Kerlinger (1992, p 416-417) emphatically describes the subject of validity as an 
extremely complex and controversial topic in social and behavioural research. He 
offers a very simple definition, "are we measuring what we think we are 
measuring" to highlight the fact that the validation process involves what is being 
measured or the use towards which a measuring instrument is put through, rather 
than the measuring instrument itself It therefore follows that a scale, or test, is 
valid only for the scientific or practical purposes of its user. Validation therefore 
should be looked at as an unending process as strictly speaking there is "no one 
validity". Nunnally and Bernstein (1994, p83), DeVellis (1991, p45), Kerlinger 
(1992, p417) and Carmines and Zeller (1994, p18) describe that there are three 
types of validity- content validity, criterion-related validity and construct validity. 
1) Content Validi 
, is essentially a qualitative or 
Judgmental test, and depends on 
the extent to which an empirical measurement reflects a specific domain of content. 
It therefore encompasses whether the measuring instrument is adequately 
representative of the content under study (Carmines and Zeller (1994, p 12). When 
the domain is well defined then content validity can be easily established. However. 
in social and behavioural research one is measuring latent constructs and hence it 
becomes extremely difficult to determine the range of potential items or when the 
sample of items chosen is in fact representative of the domain (DeVeills. 1991, 
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p43). In the absence of a well defined and objective criteria, and as there is yet no 
agreed upon criterion for determining the extent to which a measure has attained 
content validity, it is recommended to list a set of items that is intended to reflect a 
content of a given theoretical concept. The practical safeguard usually taken by 
researchers in this context is to have more rather than fewer items captur-ing a 
theoretical concept. Inadequate items can always be deleted but adding items e. r 
post is not always possible. Notwithstanding the precautions taken to ensure a 
sound content validation process, there is yet no rigorous way of assessing content 
validity and this validation process is not fully sufficient for assessing the validity 
of social science measures ( Carmines and Zeller, 1994, p 14). 
2) Criteri'on-related validity sometimes referred to as predictive validity, is 
concerned with whether the measuring instrument is estimating some criterion 
behaviour that is external to the measuring instrument itself The extent of the 
correspondence between the test and the criterion is gauged by the correlation 
coefficient. The higher the correlation the more valid is the test for the criterion 
(Carmines and Zeller, 1994, pIO). However, Nunnally and Bernstein (1994, p96) 
indicate that whereas it is quite easy to talk about correlatino- a test with a criterion, 
many times either no criterion is available or the criteria that are available suffer 
from various faults. This view is also shared by Kerlinger (1992, p419) who 
emphasises that "the single greatest difficulty of criterion related validation is the 
criterion". Carmines and Zeller (1994, pI I) recognise that the most important 
limitation in measurement situations in the social sciences is that criterion 
validation procedures cannot be applied. It is also clear that the more abstract the 
concept, the less likely one is to discover an appropriate criterion for assessing a 
measure of it. Hence, whilst it may be desirable to evaluate criterion-related validity 
it is simply inapplicable to many of the abstract concepts in the social sciences. 
3) As has been indicated above, both criterion validity and content validity have 
limited usefulness in assessing the validity of empirical measures. Validation focus 
is therefore primarily the domain of construct validity. In fact, Cronbach and Meehl 
(1955) observe that "construct validity must be investigated whenever no criterion 
or universe of content is accepted". Constnict 1ýilitiity is concerned with the ement 
to which measures are related to other measures consistent with theoretically 
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derived hypothesis about the constructs they are measuring (Carmines and Zeller, 
1994, p15). Unlike criterion and content validity, construct validity is theory-laden 
and involves three major aspects (1) specifying the domain of observables related to 
the constructs, (2) determining the extent to which observables tend to measure the 
same thing, (3) determining whether a supposed measure of a construct correlates 
in expected ways with measures of other constructs (Nunnally and Bernstein, 1994. 
p86). Regarding aspect (1), Nunnally and Bernstein (1994, p86) acknowledge that 
scientists seldom outline the domain of observables before assuming that their 
selected observables relate to a particular construct. For the purpose of this study, 
as all the constructs together with the respective observables have been replicated 
ftom studies that are all well documented in the literature,, as reviewed in Chapters 
2 and 3, then the author will skip aspect (1) and will move on to aspect (2) and 
aspect (3). 
Aspect (2) and aspect (3) have been defined by Cronbach (1990, p182) as the 
convergence and divergence (discriminant) of indicators and are the essential two 
things that will defend the validity about what a test is measuring. Convergent 
validity, aspect (2), assumes that if all the indicators are measuring the same 
construct they should also be highly correlated with each other (Churchill, 1995, 
p539). Anderson and Gerbing (1988) suggest that the best way of assessing 
convergent validity is from the measurement model by determining whether each 
indicator's estimated coefficient on its construct is significant, that is greater than 
twice its standard error. Aspect (3), discriminant validity assumes that a measure 
does not correlate too highly with measures fi7om which it is supposed to measure 
(Churchill, 1995, p539). Both Anderson and Gerbing (1988) and Joreskog (1971) 
suggest that an effect way of assessing discriminant validity, for two constructs at a 
time, is by constraining the estimated correlation parameter (the phi) between them 
to 1.0 (congeneric model) and then performing, a chi-square difference test on the 
values obtained for the constrained and unconstrained models. Another 
complementary assessment of discriminant validity test suggested by both 
. Anderson and 
Gerbing (1988) and Joresko and Sorbom (199_33, pl9) is to determine 9 
whether the confidence interval (+/- two standard errors) around the correlation 
estimate between two factors includes 1.0. However, according to Joreskog and 
Sorbom (1993, p19), this test is not rigorous enough and hence will not be 
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considered in this study. The other two validity tests will therefore be camed out in 
order to verify whether convergent and discriminatory validity exists. The use of 
confirmatory factor analysis will be made to perform these tests. 
4.5. The Research Technique 
Kerlinger (1992, p9-10) defines scientific research as the "systematic, controlled, 
empirical, and critical investigation of natural phenomena guided by theory and 
hypotheses about the presumed relations among such phenomena" and theory as the 
"set of interrelated constructs, definitions,, and propositions that present a systematic 
view of phenomena by specifying relations among variables, with the purpose of 
explaining and predicting the phenomena". So whilst the aim of theory is the 
explanation of phenomena, the main underlying medium by which this is achieved is 
through scientific research. The complexity of scientific research is symbolised by the 
underlying research problem which as the root of the research process, has its own 
unique format, or structure. On the basis of the research question and the 
characteristics of the data, the researcher is able to determine which statistical 
technique is the most appropriate for the research study. 
Tabachnick and Fidell (1996, p30-32) categorised the research questions into four 
groups namely- the degree of relationship among variables; the significance of group 
differences; the prediction of group membership; and structure. Table 4.6 below, 
which includes only multiple variables in line with the focus of this study, highlights 
which statistical analytical strategy should be used based on the research questions 
and the type of variables under consideration. 
Table 4.6. Options of Statistical Techniques in Multiple Dependent and 
Independent Situations. 
Major research 
I 
Number of I 
i 
Number of Analytic 
Question Dependent Variables Independent Variables Strategy 
De ree of 9 
Relationship among 
Multiple 
(continuous) 
Multiple Canonical R 
(continuous) 
vanables 
Significance of Multiple Multiple Factorial 
Nlanova 
Group differences (continuous) (discrete) Factorial I'viancova 
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Prediction of group 
membership 
Multiple 
(discrete) I 
Multiple 
(continuous) 
Factorial and 
Sequential Factorial 
Discrimmant Function 
Multiple Multip le 
(continuous observed) Factorial Analysis (latent) 
Structure 
Multiple 
(latent) 
Multiple 
Principal Component (continuous observed) 
Multiple 
(co6tinuous observed 
Multiple Structuml Equation (qontinuous, observed 
; ad/or Lgtent 
Nlqdefl. uýg 
Source: Adapted from Tabachnick and Fidell (1996, pp ) 30-32). 
The methodology of the research under study is essentially investigating a structural 
proposition. That is, the hypothesised theoretical model needs to be examined to see 
whether it provides a reasonable fit to the data and to evaluate the extent of the 
contributions that each independent variables has on the dependent variables. 
Furthermore, the model investigates the relationship of both latent independent and 
latent dependent variables. Therefore, as the above table clearly shows, the best 
analytical strategy of the study is the use of structural equation modelling as a 
statistical technique. 
4.5.1 Modelling Strategy 
The unique analytical characteristics of structural equation modelling, the statistical 
technique that will be used in this research study and as will be explained in Section 
4.5.2 below, provides researchers with the necessary tools to propose and study sets of 
relationships amongst variables that are complex and inter-related. In addition, both 
Joreskog and Sorbom (1993, p 295) and Hair et al., (1998, pp 590-592) denote that 
structural equation modelling provides the researcher with the flexibility to consider 
different strategies with regards to the research objectives. These strategies are- 
1) Confinnatorv AllodellingStrategy 
In this option, which Joreskog and Sorbom ( 1993, p 295) define as 'strictly 
confirmatory'. the researcher formulates a singde model and collects the necessary 
data to test it, thereby assessing its statistical sIgnificance. In this strategy, if the 
data 
does not fit the initial model well, the researcher has no other option but to reject the 
model. As Hair et al., (1998, p590) point out this strategy positions the researcher into 
a very rigorous methodological approach as the model 'either works or it doesn't. ' 
2) Competing Models Strategy 
In this strategy, which Joreskog and Sorbom (1993, p 295) define as 'alternative 
models', several models are considered by the researcher fi7om the beginning of the 
study. The researcher will only make use of a single set of empirical data to test the 
various competing models. The majority of research studies using this strategy adopt a 
(nested model' approach whereby the competing models are constructed by changes 
in the relationship between the variables leaving the actual initial number of 
constructs and indicator variables unchanged. One of the competing models is then 
normally selected. 
3) Model Development Strategy 
In this third approach, which Joreskog and Sorbom (1993, p 295) define as 'model 
generating', the researcher specifies an initial tentative model. If the empirical data 
does not fit the model well, the researcher improves the model through modifications 
of the structural model and the measurement models until the data fits the re-specified 
model well enough for it to be accepted. 
Whilst the above mentioned three methodological strategies are all equally valid, in 
the majority of research studies in the social and behavioural sciences both the 
strictly confirmatory' and the 'alternative models' strategies are very rarely used. 
This is because if research is conducted in a strictly confirmatory position, researchers 
are very reluctant to simply stop their research if their model is rejected. Similarly, in 
the 'alternative models' approach, it is also very seldom that the researcher starts off 
the research with alternative models a priori' and before the data is actually collected. 
Based on the considerations as mentioned above, this research study will therefore 
follow a 'model generating' strategy approach. The initial model and its related 
hypotheses, which are all based on substantive theories, will be specified a priori. 
These can be reviewed in Chapter 5. 
I1 12 
4.5.2 Structural Equation Modelling 
Structural equation modelling (SEM), also referred to as latent variable modelling. 
covariance structural analysis and linear structural relationship, Is a fusion of factor 
analysis, multiple regression and path analysis. The use of SEM is critical when the 
phenomena of interest are rather complex, multi-dimensional and involving 
consecutive relationship of latent variables. In this situation, SEM is the only 
analytical tool, as indicated by Table 4.6 above, that allows the complete and 
simultaneous tests to be done to all the relationships between the variables as defined 
in a model. 
The SEM statistical technique applies a two-stage approach. The first stage involves 
the measurement of both the independent and dependent observed variables. The 
second stage involves using the results obtained from stage one, to define the 
relationship of both the independent and dependent latent variables, vaniables that 
cannot be directly measured but are instead inferred and hypothesised from the 
observed variables (Schumacker and Lomax, 1996, p2). These two stages therefore 
entail the specification of two models, a measurement model, as defined by stage one, 
and a structural model, as defined by stage two. These two models can be represented 
by the three equations as described hereunder (Nunnally and Bernstein, 1994, p58 I)- 
The Equations for the Measurement Model. 
x=j\E+ 
The above measurement model equation relates the exogenous (independent) latent 
variables (ý) to their respective observed indicator variables (X), whilst the other 
equation hereunder, is the equation of the measurement model relating the 
endogenous (dependent) latent variables (TI) to the observed indicator variables (Y). 
Y=Afl+F. V 
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The Eguation for the Structural Model. 
TI=Bij+Q+ý 
The structural model equation integrates the exogenous (independent) variable (ý) and 
the endogenous (dependent) latent variables (, q) with the endogenous latent vanable 
(TI). The other Greek symbols used in the above equations are defined as per 
hereunder- 
A, (Lambda x) is the correspondence (loadings) of the exogenous indicators. 
Ay, (Lambda y) is the correspondence (loadings)of the endogenous indicators. 
6 (Delta) is the errors in measurement of the observed indicator variables (X). 
F, (Epsilon) is the errors in measurement of the observed indicator variables (Y). 
(Zeta) is the errors in the structural equations. 
(Beta) is the relationship of the endogenous variables to one another. 
r (Gamma) is the relationship of the exogenous variables to the endogenous 
variables. 
The complete structure and measurement equations and matrices of the research 
model can be seen in Chapter 5, Sections 5.5.1., 5.5.2., and 5.5.3. 
From a methodological point of view, according to Hair et al., (1998, p593) once the 
initial steps for the development of a theoretically based model has been completed 
and the path diagram defined and converted into structure and measurement equations 
and matrices, as can be seen in Chapter 5, Sections 5.5.1., 5.5.2., and 5.5.3., there are 
different steps that must be followed if the researchers uses structural equation 
modelling as a technique for analysis. These steps are- 
Step 1. Assessing the identification of the model. There must be sufficient information 
to ensure that the research model will have estimates of the parameters of the 
variables under consideration. 
Step 2. - Evaluating model estimates. The model data and estimates must be scrutinised 
for the assumptions that Crovern the use of multivariate methods techniques. If there 
are any offending estimates these must be resolved. 
"- Evahiating the goodness-of-fit. The overall model fit must be assessed with Step ) 
more than one goodness-of-fit measures. In addition, the measurement of each 
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construct must be assessed for unidimensionality and reliability and the estimated 
coefficients tested for significance. The model must then be assessed with other 
competing models. 
Step 4- Model interpretation and modi cation. Once the model is deemed to fit the rfi 
data well and is acceptable on substantive grounds, considerations should be made 
whether the model could be respecified in order to obtain additional model 
improvements. These model modifications must also be made on substantive 
considerations. 
All these steps will be considered when the model under study would be tested as can 
be seen in Chapter 5. 
4.6. Other Methodological Issues 
4.6.1. Ordinal Variables 
The levels of measurement, the associated scales and the appropriate statistics that 
could be used are all very controversial topics (Kerlinger, 1986, p397). The scales 
used predominantly in the social and behavioural sciences are either nominal or 
ordinal scales. The basic operational format of these two scales are 'the equality 
versus the inequality' in the former scale whilst the latter scale takes 'the greater than 
versus the less than' form (Nunnally and Berstein, 1994, p 11). The lack of a zero in 
ordinal scales and the fact that one cannot assume that there is equality in the intervals 
making up the scale is a major restriction in ordinal scaling. It also has serious 
limitations as the resultant permissible statistics that could be used are only of the 
C order' type. However, as Kerlinger (1986, p402) has noted many researchers have 
taken a ver-y practical view about this issue and just use other methods of statistical 
analysis on their ordinal data getting quite satisfactory results. Furthermore, Kerlinger 
uses a more pragmatic approach to this whole issue by assuming that interval equality 
just works on ordinal scaling. He also points out that these considerations are often 
made following Torgerson's (1958, p-3)O) suggestion that neutral points in ordinal 
scaling, that is the points which are on either side of the positive and negative 
preferences, can be considered to be natural onizins. However. Bvme (1908. P7') has 
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identified that irrespective of the scaling assumptions it has been common practice by 
researchers using SEM to treat polychotomous ordinal variables, variables with more 
than two categories, as if they were continuous variables. In view of the above, 
Joreskog and Sorbom (1993, p304) take a very n orous position on the scaling 9 
assumption as this is tantamount to the Lisrel methodology misuse. Ordinal variables 
are not continuous variables and should not be treated as if they are even though it is 
common practice to treat scores such as 1.2,3,... etc on a five or seven Likert scale as 
if these have interval scale properties. Ordinal variables do not have origins or units of 
measurement and as soon as one starts considering the means, variances and 
covariances of ordinal variables one is already committed to ignoring the ordinality 
problem. Therefore, in Joreskog and Sorbom's (1996, p2_339) opinion, to use ordinal 
variables in SEM models requires techniques other than those employed when the 
variables are continuous. However, whilst this study makes use of ordinal scaling, the 
aggregation of ordinal indicator variables into composite scales implicitly means that 
these scales are assumed to be continuous by the Lisrel program especially when the 
variables have more then thirteen categories. It is not the intention of this study to 
ignore the ordinality issue since this may lead to distorted parameter estimates and 
incorrect chi-square and goodness-of-fit measures and standard errors (Joreskog and 
Sorbom, 1996, p239). However, the default characteristics of the Lisrel program 
automatically assumes that since there are more than thirteen categories than the 
variables cannot be ordinal but are continuous. As a result therefore the Violation of 
the scaling assumptions in Lisrel could easily lead to serious biased results and 
conclusions and hence this issue is therefore considered to be a major limitation of 
this study. 
4.6.2. Normality of Variables 
The assumption that variables must be normally distributed is important in structure 
equation modelling and in the majority of multivariate statistical procedures. The 
majority of multivariate statistical procedures, including structural equation 
modellinsay, require that each variable and all linear combinations of variables are 
norrnallv distributed. When this assumption is met, the residuals of the analysis are 
also normally distributed and independent. The values of the skewness and kurtosis 
116 
when the distribution is normal are zero (TabachnIck and FIdell, 1996, p70). West, 
Finch and Curran (1995, p56) postulate that in practice real data is very rarely 
univafiate let alone multivariate normally distributed even when the variables are truly 
continuous let alone when the variables are ordered categories. In fact, multivanate 
normality is frequently contested with data in the behavioural and social sciences and 
there seems to be little justification for performing normal theory estimation and 
testing procedures on data that are clearly non-normai (Steiger, 1995, p405). To this 
effect, empirical investigations were carried out by Miccen (1989) who looked at over 
400 data sets in studies in the behavioural and social science. He found that the 
majority of these studies violated the normality assumption. Furthermore, a very 
similar investigation was conducted by Breckler (1990) on 72 published articles that 
used structural equation modelling techniques and it also resulted that the majority 
had violated the normality assumption. Once again, the use of structural equation 
modelling when the normality assumption is violated is in fact a direct misuse of the 
Lisrel methodology (Joreskog and Sorbom, 1996, p239). 
In the case of this research, the univariate normality tests were conducted on the 
variables under study. These are the same variables that are used in the Restricted 
Model as can be seen in Figure 7.1. The normality test results are depicted in the 
Appendix C and they clearly show that the majority of the variables are skewed, in 
particular ENSAT that has the largest skewness and a large kurtosis, and EFFORT 
that has the largest kurtosis. As a consequence, the test of multivariate normality is 
also strongly rejected as can be seen in Appendix C. Bentler and Chou (1987) 
recommend that when the use of categorical variables, which are very often assumed 
to be continuous in research work as in the case of this study, induces a marked 
degree of non-normality then a distribution-free method of estimation must be used as 
otherwise there will be a degradation of fit. However, as this study has a small 
sample, the use of the distribution-free method, could not be used as the estimation 
results tend to be very questionable in small samples (Tanaka, 1984). Therefore, use 
was made of the maximum likelihood estimation method as although the chi-squared 
and standard errors become untrustworthy under violation of normality the maximum 
likelihood estimates are almost always acceptable (Bentler and Chou, 1987). 
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4.6.3. The Violation of the Normality and Ordinality Assumptions 
The two most common estimation techniques used if the assumption of normality and 
scaling hold are the 'maximum likelihood' (MIL) and the 'normal theory Of 
generalised least squares' (GLS). The ML estimator is normally the default estimator 
in the majority of the structural equation modelling software packages but both yield 
similar estimates and both have the same desirable statistical properties, that is the 
parameter estimates are consistent and asymptotically unbiased and efficient. 
However, when the conditions of normality is violated, irrespective whether the 
vanables are continuous or ordinal, the GLS and ML estimators produce chi-square 
values which are inflated. Also the factor loadings and the factor correlations tend to 
be underestimated and the seriousness of this underestimation will depend on the 
severity of the skewed data, especially if there is differential skewness across the 
variables and when there are fewer than three categories. In addition, the standard 
errors for all the parameters are liable to be low (West, Finch and Curran, 1995, p63- 
64). 
When the variables are continuous and not ordinal, an alternative approach to non- 
normality often used by researchers is to re-express the non-normal variables to 
produce distributions that closely approximate normality. The two most commonly 
used methods are (1) the item parcels and (2) data transformation. In the item parcels 
method, the measured variables are summed up or the mean of all the items taken 
whilst in transformation, the distances between the scores are altered whilst keeping 
the order of the scores the same. Both these re-expression methods have their 
disadvantages as the former method may obscure the multifactorial structures whilst 
the latter, may complicate the interpretation of results due to the loss of the original 
metric (West, Finch and Curran, 1995, p70-71). Another alternative estimation 
technique which deals with the problem of non-normality in measured variables, both 
univanate and multivariate normality, but which has been seldom used in practice due 
to the unavailability of the estimation procedures in the structural equation modelling 
software packages, is the "asymptotically distribution-free best GLS estimator' (ADF) 
developed by Browne (1984). Browne's ADF estimator, better known as 'weighted 
least squares' (WLS), was initially developed for any multivanate distribution of 
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continuous variables that are not normally distributed. Joreskoq and Sorbom (1996) 
extended Browne's work, *in Prelis 1,, so that an estimate of the asymptotic covanance 
matrix of estimated correlations, including polychoric (correlations between ordinal 
variables), tetrachoric (correlations between dichotomous variables) and polysenial 
correlations (correlations between ordinal and continuous variables), can also be 
obtained under the same assumptions of non-normality even when some or all of the 
variables are categorical. However, the disadvantage of computing an asymptotic 
covanance matrix is that it is a very demanding task and requiring a very large sample 
size even though the sample size restrictions have been made less stringent with Prelis 
2 (Byrne, 1998, p99). An alternative approach used when the sample size is not large 
in proportion to the number of measured variables and when some or all of the 
variables are categorical is to compute the asymptotic variances of the estimated 
coefficients. In Lisrel the estimates based on asymptotic variances are called 
'diagonally weighted least squares' (DWLS). Although this estimation method does 
not lead to asymptotically efficient estimators of model parameters, it is a compromise 
between the 'unweighted least squares' (ULS) and the fully 'weighted least squares" 
(WLS). The latter although being attractive in theory presents several difficulties in 
practical applications as it requires a very large sample size and ftill asymptotic 
covariance matrices to be computed. 
However, the use of the 'asymptotically distribution-free best GLS estimator' (ADF) 
could not be used in this study as aggregation of the ordinal indicator variables into 
composite scales implicitly meant that these scales were automatically assumed to be 
continuous by the Lisrel program when the variables have more then thirteen 
categories. Hence the author had no other option but to use the N11 estimators which 
under moderate violation of normality the estimates are almost always acceptable 
(Bentler and Chou, 1987). 
4.6.4. The Scaling of Variables 
The scaling of the latent variables has been made according to the guidelines of 
Joreskog and Sorborn (1993, p 1731). That is, in order to define the model properly the 
ongin and unit of measurement of each latent vanable must be defined a priori. 
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However, as the latent variables are unobserved and hence have no scales, both the 
origin and unit of measurement are arbitrary. Hence, it is suggested by Joreskog and C- Sorbom (1993, p173) that when the variables under consideration are continuous the 
latent variable is assigned a unit of measurement by fixing a non-zero coefficient. 
usually one, in relation to one of its observed indicator variables, usually called the 
reference variable. However, when the observed variables are ordinal, and ordinal 
variables have no units of measurement , it 
is not possible to use any of the ordinal 
variables as reference variables to the latent variables. In this instance, it is 
recommended by Joreskog and Sorbom (1993, p 173) to assume that all the variables, 
both observed and latent, are standardised. If fact'. if no reference variable is specified, 
the Lisrel programme will automatically standardise the latent variables. The scaling 
propositions are therefore as per hereunder- 
Continuous variables: Observed variable I=I *Latent vanable 
Observed variable 2= Latent variable 
Ordinal variables: Observed variable I= Latent variable 
Observed variable 2 =- Latent variable 
Whilst this study makes use of ordinal variables, when the aggregation of the ordinal C) 
indicator variables into composite scales is made the variables will have more then 
thirteen categories. Unfortunately therefore, the Lisrel program will implicitly assume 
that these variables are continuous. So the scaling guidelines that will be followed are 
those of the continuous variables. 
4.6.5. Missing Data 
Missing Data are a fact of life in many areas of research and they often occur due to 
factors which are beyond the control of the researcher such as the refusal to answer 
questions by the respondents, or data entry errors, or data collection problems (Kline, 
1998, p72). When the researcher finds that there are missing observations in a study 
then it is important to establish whether the missing data are scattered randomly 
throughout the observations or whether there are distinct patterns identifiable. If 
svstematic patterns are found then it may be inevitable that there is some missing data 
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process in operation. Hence, any statistical results that are under-taken would be 
biased. Alternatively., the data may be missing at random. If this is the case, the 
researcher must therefore identify the degree of randomness present that is, ". k-hether 
the data are 'missing completely at random' (MCAR) or just 'missing at random' 
(MAR). Identifying the level of randomness is important because this will determine 
which method is thereafter used to handle the missing observations (Hair et al., 1998. 
p46-47). 
Hair et al, (1998, p60) recommend that an efficient test for diagnosing the 
randomness of the missing data is to transform the data into dichotomous variables. 
This is done by replacing all the valid values of the data with a value of one and 
replacing all the missing data points with a value of zero. The resulting correlations 
between these dichotomous variables will indicate the extent to which the missing 
data are related in pairs of variables. The correlation matrix of these dichotomous 
variables can be seen in Table 4.7. below. 
Table 4.7. Correlation Matrix 
RLYI RAEY2 TNY5 OVY4 BLY5 ALY6 CLY7 HIM STX2 SRX3 LSX4 
RLYI 1 
RAEY2 -0.011 1 
TNY3 0.399 -0.009 1 . OVY4 -0.011 -0.006 -0.009 1 
BLY5 -0.015 -0.009 -0.012 -0.01 1 
ALY6 -0.019 -0.011 -0.015 -0.01 -0.02 1 
CLY7 -0.011 -0.006 -0.009 -0.01 -0.011 -0.01 1 
HIM -0.015 -0.009 -0.012 -0.01 -0.01 -0.02 -0.01 1 
STX2 -0.015 -0.009 -0.012 -0.01 -0.01 -0.02 -0.01 0.494 1 
SRX3 -0.011 -0.006 -0.009 -0.011 -0.01 -0.01, -0.01 0.705 0.705 1 
LSX4 -0.011 -0.006 -0.009 -0.01 -0.01 -0.01 -0.01 0.705 0.705 1 1 
CLX5 -0.015 -0.009 -0.012 -0.01 -0.01 -0.02 -0.01 0.494 0.494 0.705 0.705 
CYX6 -0.011 -0.006 -0.009 -0.01 -0-01 -0-01 -0-011 0.705 0.705 if 1 
ENX7 -0.015 -0.009 -0.012 -0.011 -0.01 -0.02 -0.01 -0.012 -0.01 -0.011 -0.01 
IMX8 0.24 -0.014 -0.02 -0.01 -0.02 -0.02 -0.01 -0.02 -0.02 -0.01 -0.01 
KNX9 -0.011 -0.006 -0.009 -0.01 -0.01 0.574 -0.01 -0.009 -0.01 -0.01 -0.01, 
BPXI 0 -0.011 -0.006 -0.009 -0.01 -0.01 -0-01, -0-01, -0-009, -0-01, -0-01 -0.01 
COMM 1 -0-0111 -0-006 -0.009, -0.01, -0.01 -0.011 -0.011 -0.0091 -0.011 -0.01 -0.01 
LSX4 CLX5 CYX6 ENX7 IMX8 KNX9 BPX10 COMXll 
LSX4 1 
CLX5 0.705 1 
CYX6 1 0.705, 1 
ENX7 -0.009 -0.012 -0.009 1 
IMX8 -0.014 -0.02 -0.014 -0.02 1 
KNX9 -0.006 -0.009 -0.006 -0.01, -0.011 
BPX1 0 -0.006 -0.009 -0.006 0.442 -0.01, 
COMM 1 -0.006 -0.009 -0.006 -0.011 0.4421 -0-011 
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The majority of the variables have near zero correlation coefficients Indicating that 
there is a low association between the missing data process of these vaniables. 
However, there is a notable exception in that the correlation between the switching 
costs variables have correlation coefficients of over 0.70. This is due to the missing 
data in just one case (case number 41) as this respondent elected not to answer to the 
majority of the switching costs items. Notwithstanding, the rest of the remaining cases 
display no other significant missing observations. The correlation results therefore 
clearly indicate that no single data process is significantly effecting a substantial 
number of variables. This therefore indicates that there is no missing data process and 
the missing data can be considered to be missing completely at random (MCAR). Hair 
et al., (1998, p52) indicate that when it is established that the missing data is 
completely at random (MCAR) then any of the imputation methods such as mean 
substitution or regression of multiple imputation can be used without introducing bias 
into the data. However , if the data is non-metric then either a specific modelling based 
approach involving estimation by maximum likelihood is recommended or, the data 
must be left as missing. However, due to the requirement that is "customarily given 
little importance but nevertheless strongly related to validity threats, is that 
multivariate methods require complete data" (Wothke, 1999, pl), maximum 
likelihood estimates were computed for all the 52 missing observations by the use of 
Hampel's three-port redescending M-estimators. A detailed description of the location 
of the missing observations together with the Hampel's M-estimates and their 
respective specific values used in this analysis can be seen in Appendix D. 
4.6.6. Outliers 
Outliers are observations displaying characteristics that are different from the other 
observations of a research study. Depending on the size of the sample, outliers can 
seriously distort statistical tests (Hair et al., 1998, p64). For instance, G-allini and 
Casteel (1987) showed that With sample sizes larger than 500 the elimination of 
outliers resulted in minimal changes to the structural equation modelling estimates. 
However, With sample sizes that were less than 500, when the outliers where removed 
from the data, there were significant changes that were noted in the parameter 
estimates and the chi-square statistics. Apart from these direct effects, Bollen (1987) 
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also showed that outliers could also be a source of 'improper' solutions in structural 
equational modelling. Improper solutions refer to estimates that are impossible, or 
implausible, such as estimates of negative variances or correlations between latent 
variables that are greater than one. Furthermore , improper solutions are more likely to 
occur when the sample size is small (Anderson and Gerbing, 1984). Whilst it is the 
prerogative of the researcher to decide whether to retain, or exclude outliers, there is a 
current lack of a standard strategy for (1) locating them and (2) for dealing with them 
(Hayduk, 1996, p212). Locating both univariate and bivariate outliers are quite 
straightforward by the use of scatterplots. However, multivariate outliers will not 
always show up with univariate and bivariate techniques (Bollen, 1987). Hair et al., 
(1998, p67) therefore recommend that multivariate detection of outliers can be 
2 objectively assessed by the use of the Mahalanobis D measure. The Mahalanobis D' 
measure calculates the distance in multidimensional space of each observation from 
the mean centre of the observations. It effectively evaluates the position of each 
observation compared with the centre of all the observations on a set of variables. 
Furthermore, Hair et al., recommend that a very conservative statistical test of 
significant of 0.001, or above, should be used. The Mahalanobis D2 measure 
identified that this study had 23 multivariate outliers. The case numbers and the 
associated constructs are reported in the Table 4.8 below. 
Table 4.8. Identification of Multivariate Outliers 
Construct: Case number: 
Loyalty 22,29,120,126,132,156, 
Switching Costs 152 
Encounter Satisfaction 4,31,39,51,56,71,89,120,144,151, 
Overall Satisfaction 24,36,82,87,120,142,145,147,156, 
Involvement 82 
The detailed workings of the Mahalanobis D2 measures can be seen in Appendix E. It 
may be interesting to note that prior to evaluating these multivariate outliers a 
univariate analysis was conducted (not reported because it is not directly relevant to 
the study) and 59 cases were identified to be univanate outliers. However, out of these 
59 cases, only 14 cases are multivanate outliers. The other 9 multivarlate outliers 
were not identified as outliers in the univariate tests. This indicates that thev are not 
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unique to any single variable but are only unique in combination with the other 
variables. Hence reliance on univariate tests may lead to misleading results. 
4.6.7. Descriptive Statistics and Demographics 
Hair et al., (1998, p39) point out that before any application of multivariate techniques 
are made the researcher must first examine the data. They recommend that this is done 
in four phases: (1) a graphical examination of the nature of the variables; (2) an 
evaluation of the missing data, (3) identification of outliers; and (4) assessing the 
ability of the data to meet the statistical assumptions specific to the statistical 
techniques used by the study. 
Points 2,3 and 4 have already been reviewed, as they are also methodological issues 
that are very important when use is made of structural equation modelling. These 
three points can be seen in Sections 4.6.5., 4.6.6., and 4.6.2. respectively. Point I is 
normally treated in the analyses of the constructs section in a research study as it 
essentially involves understanding the nature and characteristics of the variables under 
study. It deals with the univariate descriptive statistics of the variables and thereby 
providing information on the mean and standard deviation of the individual items in 
the measurement scales of each of the constructs. A histogram, which gives a 
graphical representation of the fi7equency distribution of the total respondent scores of 
the measuring scale, is also normally included. However, as has already been 
emphasised in Section 4.6. L, the variables used by this study are ordinal variables. 
Ordinal variables do not have any origins or units of measurements and hence the 
actual consideration of univariate descriptive statistics Is implicitly implying that the 
ordinality assumption is being ignored (Joreskog and Sorbom, 1996, p2-339). It is for 
this methodological reason that no univariate descriptive statistics of the individual 
constructs are displayed in the analyses of the constructs sections in Chapter 6. The 
only variables therefore that Will be considered are the demographic variables. 
Demographic variables are just general questions regarding the individual respondents 
who selected to participate in this study. They are very useful in certain types of 
investigative studies as detailed comparative analyses could be undertaken on the 
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separate categories. However, they are not directly relevant in the modellinja analy-ses 
of this study. In fact, as can be seen in the next Chapter. the demographic variables 
were not included in the testing process of the relationship links of the constructs 
selected for this study. Nevertheless, they do have a very important role as they 
highlight whether the selected random sample is representative of the population. A 
descriptive review of these variables is given hereunder. 
Question 88: This question is a classification by gender of the individuals that 
par-ticipated in this study. The frequency distribution results are given in Table 4.9 , 
hereunder. 
Table 4.9. Gender 
Gender Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Male 100 61.7 61.7 61.7 
, Female 62 38.3 38.3 100 ITotal 162 1 100 1 100 1 
As can be clearly seen from the above table, 61.7% of the respondents are males 
whilst 38.3% are females. This slight bias is to be expected in southern countries 
because it is normal for the head of the household to take the initiative on key issues 
such as the present survey. 
Question 89: This question classifies the respondents into separate age groups. The 
frequency distribution results are given in Table 4.10., hereunder. 
Table 4.10. Age 
Age 
<19 
Frequency 
12 
Percent 
7.4 
Valid 
Percent 
7.4 
Cumulative 
Percent 
7.4 
20-29 
30-39 
41 
40 
25.3 
24.7 
25.3 
24.7 
32.7 
57.4 
40-49 35 21.6 21.6 79 
50-59 21 13 13 92 
60-69 9 5.6 5.6 97.5 
>70 4 2.5 2.5 
100 
ITotal 162 100 100 1 
The above table clearly shows that the majonty of the respondents. more than 
57% of 
participants, who answered the questionnaire were in the 19 to 
39 age group. There is 
I 'I r, 
a slight skewness bias towards this age group as the Maltese population age 
distribution is very nearly normally distributed. However, this slight bias is to be 
expected as the younger generation are more likely to respond and to sympath'se with 
an appeal coming from a student than the older generation. 
Question 90: This question looked at the length of time, in number of years, that the 
respondents had a working relationship with their banks. The fTequency distribution 
results are given in Table 4.11., hereunder. 
Table 4.11. Number of Years 
Number of Years Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
1 3 1.9 1.9 1.9 
2 7 4.3 4.3 6.2 
3 7 4.3 4.3 10.5 
4 8 4.9 4.9 15.4 
5 5 3.1 3.1 18.5 
6 8 4.9 4.9 23.5 
7 6 3.7 3.7 27.2 
8 6 3.7 3.7 30.9 
9 4 2.5 2.5 33.3 
10 21 13 13 46.3 
11 2 1.2 1.2 47.5 
12 4 2.5 2.5 50 
13 3 1.9 1.9 51.9 
14 3 1.9 1.9 53.7 
15 20 12.3 12.3 66 
18 
19 
20 
21 
22 
23 
24 
25 
1 
1 
13 
1 
1 
2 
2 
7 
0.6 
0.6 
8 
0.6 
0.6 
1.2 
1.2 
4.3 
0.6 
0.6 
8 
0.6 
0.6 
1.2 
1.2 
4.3 
66.7 
67.3 
75.3 
75.9 
76.5 
77.8 
79 
83.3 
84 
26 1 0.6 
0.6 
6 6 84 
28 1 0.6 
0. . 
4 7 92 
30 
32 
12 
1 
7.4 
o. 6 
. 
0.6 92.6 
0 6 2 93 
33 1 0.6 . . 3 1 3 96 
35 5 3.1 . . 1 2 5 97 
40 2 1.2 . . 0 6 1 98 
3 1 0.6 . . 4 0 6 8 98 1 1 0.6 . . 46 1 2 100 
50 2 1.2 . 100 
Total 162_ 100 
I 
As the above table clearly indicates, over 50% in the length of the relationship that the 
respondents had with their banks lasted less than 12 years. This is in line with the 
slightly skewed age group as can be seen in Table 4.10 above. However, as the aize of 
the respondents starts increasing so does the length of the relationships calculated in 
number of years. In fact, the longest recorded relationship is of 50 years. This trend 
indicates that there is a willingness on the part of individuals to retain the same banks. 
Question 91: This question classified the marital status of the respondents. The 
frequency distribution results are given in Table 4.12., hereunder. 
Table 4.12. Marital Status 
Marital Status Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Married 92 56.8 56.8 56.8 
Single 49 30.2 30.2 87 
Divorced 8 4.9 4.9 92 
Widowed 6 3.7 3.7 95.7 
Separated 6 3.7 3.7 99.4 
Other 1 0.6 0.6 100 
Total 162 100 100 
A can be clearly seen from the above table, more than 56% of respondents are 
married. This therefore explains the slight bias in the gender skewness as was 
explained in Table 4.9 above. 
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CULA. PTER 5 
THE MODEL AND HYPOTHESES 
CHAPTER 5 
THE MODEL AND HYPOTHESES 
5.1. Introduction 
The general baseline model and its related hypotheses are depicted respectiveiv in a 
Path Diagram format, Figure 5.1., and in a Structural Equation Modelling (SENf) 
format, Figure 5.2. below. The natural progression from a path diagram to an SEM 
format and thereafter the transformation of the SEM model into matrix notation and 
sets of separate equations, as can be seen in Section 5.5. This natural progression is 
important as it eases the expositional complexity of structural modelling studies. 
The path diagram, portrayed in Figure 5.1., is essentially a pictorial representation 
depicting the series of causal relationships of the respective constructs under study. 
The hypothesised baseline model per se is based on substantive theory as has already 
been reviewed in the literature section, Chapters 2 and 3. In a path diagram there are 
three main components. These are the rectangles, the ellipses and the arrows. The 
rectangles, which are not included in Figure 5.1., but portrayed in Figure 5.1, 
represent the indicator variables of the latent constructs, both dependent and 
independent, and are used solely in the measurement part of the model. The ellipses, 
represent the latent variables, both dependent and independent. The errors of 
prediction in the structural model and the errors of measurement in the measurement 
model are represented by circles. These are not portrayed in the path diagram but can 
be seen in the SEM format diagram in Figure 5.22. The arrows are used to indicate an 
association among the variables. Straight arrows pointing in one direction indicate the 
direction of a prediction that is, from a predictor variable to an outcome. There are 
also curved arrows that may be used. As curved arrows point in two directions they 
indicate a non-directional path or association that is, a correlation (Hoyl e, 1995, pII). 
Curved arrows have not been used so far but will be used later on in the analysis. The 
model building process and path analysis assumes that the hypothesised relationships 
among the constructs. as depicted by the arrows and defined by the hypotheses. ha,., -e 
been based on substantive theoretical considerations, and/or previous empirical 
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research, and/or the current thinking in the particular area under study (Stevens, 1996. 
p393). fn the case of this study, the relationship of the variables have been 'dentified 
in the literature review from previous studies as has already been discussed in Chapter 
2 and Chapter 3. 
5.2. The Model 
The hy-pothesised general baseline model is therefore first depicted in the form of a 
path diagram and then in SEM format for ease of interpretation. These are represented 
by Figure 5.1. and by Figure 5.2. respectively as can be seen below. 
Figure 5.1. The General Baseline Model in Path Diagram Format 
SWITCHING 
COSTS 
Hl 
ENCOUNTER 
SATISFACTION H2 
H4 SERVICE SERVICE 
QUALITY LOYALTY 
H6 
1-171 H8: H3 
H10 OVERALL 
SATISFACTION 
---------H9 ,` 
INVOLVEMENT 
The path diagram simply represents the hypothesised relationship between the 
independent (exogenous) and dependent (endogenous) latent constructs. There are 
three exogenous variables, as no straight arrows are pointing towards them. and three 
endogenous variables. The exogenous variables, or constructs, are Switching Costs, 
Encounter Satisfaction, and Involvement, whilst the endoizenous variables are Overall 
Satisfaction, Service Qualitv, and Service Loyalty. The decision to define which 
variable is dependent, or independent, is to a great extent determined 
from the 
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substantive literature and empirical studies. However, the ultimate choice rests solelv 
with the researcher depending on how the hypothesised relationships are constructed 
ex ante. Once the model is defined, the exogenous variables are assumed to be 
deten-nined by sources outside the model and never caused by the other constructs. 
Hence, no arrows point towards them. In contrast, the endogenous constructs may be 
influenced, or caused', by the other latent constructs, both exogenous and endogenous 
(Nunnally and Bernstein, 1994, p578). The hypothesised model, as represented in 
both for-mats, is defined as non-recursive. This is because the constructs Service 
Quality and Overall Satisfaction are hypothes'sed to be reciprocally related to one 
another such that each construct affects and is dependent upon the other construct. 
Figure 5.2. The General Baseline Model in SEM Format 
ENX7 
I' ENCOUNTER \, --SATtSFACTK)t 
H5 
Z1 
H DO 
S RX 3 d3) 
SWrrCFiNG 
OSTS LSX4 -*-, d4) 
-CLX5 
C X6 
H2 Hl 
BLY5 -4- e5 
SER\ACE 
H4 LOYALTY IN- ALY6 -*-- e6) 
CLY7 e7) 
"-T"H1 
0 
H6 
RLY1 
SERNACE RAE)#2 Io QLALITY,,, 
Y3 
HTH& 
OVERALL 
z2 --Om-t 
d8, 
KNX9 
INVOLVEWNT 
BPX10 Q 
'kCOMX11-q-dll 
OVY4 
The postulated general model in SEM format is portrayed by Figure 5.2 above. This 
fo rmat in actual fact represents two sub-models, that is the measurement sub-model 
and the structure sub-model. The structure sub-model defines the pattern of the 
relationship between the unobserved latent variables, as depicted by the path diagram 
above in Figure 5.1, whilst the measurement sub-model defines the relations that the 
unobserved latent vanables have with their respective indicator variables. 
The 
indicator vanables are configured by the rectangles and the circles are the respective 
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error terms. There are also error terms in the structural part of the model. also 
represented by circles, but these only pertain to the endogenous variables. Finally, the 
unit of measurement of the first path from the latent variable to the indicator variable 
is fixed to unity. This is in line with the methodological requirements for structural 
equation modelling techniques as explained in the methodology Section 4- 5.4ý 
The hypothesised structural sub-model can be interpreted as represenfing one third- 
order factor, Service Loyalty; three second-order factors, Service Quality. Switching 
Costs, and Overall Satisfaction and two first-order factors, Encounter Satisfaction and 
Involvement. In turn, the hypothesised measurement sub-model is represented by four 
second-order factors; Service Loyalty, Switching Costs, Service Quality and 
Involvement and two single-order factors; Encounter Satisfaction and Overall 
Satisfaction. The correspondence between each latent variable and the respective 
indicator variable, which are the questions in the questionnaire is portrayed hereunder 
in Table 5.1. 
Table 5.1. - Order Structure of the Constructs 
Latent Construct Order Factor Indicators 
Switching Costs Second Exogenous- FHX1 Q15 - Q17 
Exogenous: STX2 Q18 - Q21 
Exogenous: SRX3 Q22 - Q24 
Exogenous- LSX4 Q25 - Q26 
Exogenous: CLX5 Q27 - Q29 
Exogenous- CYX6 Q30 - Q32 
Encounter Satisfaction Single Exogenous: ENX7 Q54 - Q62 
Involvement Second: 
Importance Exogenous- DAX8 Q67 - Q75 
Knowledge Exogenous- KNX9 Q76 - Q80 
Brand Preference Exogenous-. BPXl0 Q81 - Q83 
Commitment Exogenous: COMXI I Q84 - Q87 
Service Quality Second- 
Reliabilin, Endogenous: RLY1 Q33 - Q38 
Responsi . veness, ' Endogenous- RAEY2 Q-319 - Q48 
.4 ssurance, Empathy 
Tangi'bles Endogenous- TNY3 Q4() - Q53 
Overall Satisfaction Single Endo(-Yenous- OVY4 Q63 - Q66 
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Service Loyalty I Second. 
Behavioural Loyalty Endogenous- BLY5 Q1 - Q, ý A ttitudinal Loyalty Endogenous: ALY6 Q6 - Q8 Cognitive Loyalty Endogenous- CLY7 Q9 Q 12 
Global Measure Qlý -) Q14 
5.3. The Model Hypotheses 
Gremler (1995), and Gremler and Brown (1996) identified that switching costs has a 
direct, though not highly significant, effect on service loyalty. Gremler (1995) defined 
switching costs as the costs associated with the changing, or purchasing from another 
service provider. These costs could be either monetary or non-monetary, and real or 
perceived. In many purchasing situations consumers could be faced with considerable 
costs if they switch between different brands of products. In fact, prior to purchasing a 
product these costs may seem to be non-existent but after a purchase is made, there 
sometimes are hidden costs that are either imposed directly by firms, or indirectly by 
the very nature of the product purchased. The type of switching costs that will be 
included in the switching cost construct are search costs, learning costs and 
contractual costs, continuity costs, setup costs, and habit/inertia. Therefore: 
Hj: The perceived costs of switching the service provider (switching 
costs) are positively related to service loyalty. 
Gremler (1995) operationalised the satisfaction construct as an overall evaluation 
process of the services provided by a service provider. This study will conceptualise 
the satisfaction construct as two separate constructs, one transaction specific and the 
other as an overall evaluation experience (the latter construct is in line with Gremler's 
study), as proposed and empirically tested by Bitner and Hubbert (1994). In addition, 
Bitner and Hubbert also conceptualised the service quality construct as an overall 
evaluation process. They identified that the three constructs, encounter satisfaction, 
overall satisfaction and service quality are three distinct and independent constructs 
and are all equal qualifiers as antecedents of the service loyalty construct. In 
fact, 
Bitner and Hubbert identified that a potential area for future research is the need to 
discover which of the three constructs is the better predictor of the loyalty construct 
Cronin and Taylor's (1992) also empirically tested the hypothesised relationship 
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between the satisfaction and quality constructs and future purchase intentions. 
Therefore: 
H2: Consumers are expected to focus on events and employee behaviour 
during specific transactions of the consumption process and the higher the 
level of encounter satisfaction the higher the level of service loyalty. 
H3: Consumers are expected to focus on all encounters and past personal 
experiences With the service provider and the higher the level of overall 
satisfaction the higher the level of service loyalty. 
H4: Consumers will focus on broader topics, such as value, image, the 
experiences of others, and advertising in addition to their own 
experiences with the service provider and the higher the level of service 
quality the higher the level of service loyalty. 
Oliver (1997, p 182), highlighted the complexity of the causal relationship between the 
satisfaction and service quality constructs, at both the encounter and global level by 
indicating that there is a reciprocal influence between satisfaction and service quality 
both at the encounter and global level. This means that both the satisfaction and 
service quality constructs can be conceptuallsed as either transaction specific 
constructs of a consumption experience, or as global and overall constructs each 
influencing each other (Dabholkar, 1993). Therefore: 
H5: Consumers are expected to focus on events and employee behaviour 
during specific transactions of the consumption process and the higher the 
level of encounter satisfaction the higher the level of service quality. 
H6: Consumers are expected to focus on events and employee behaviour 
during specific transactions of the consumption process and the higher the 
level of encounter satisfaction the higher the level of overall satisfaction. 
Parasuraman et al., (1994) hyPothesised that an accumulation of transaction specific 
assessments (i. e . satisfaction) will eventualk, 
lead to a globai assessment (i. e. qualit% 
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evaluation) of the service encounter. in this situation therefore perceived service 
quality would be seen as being caused by satisfacfion (Teas, 1993). Yet it is also 
possible for consumers to evaluate the service quality aspect for a given consumption 
experience and thereafter express the overall satisfaction of the service encounter 
(Bolton and Drew, 1991b; Rust and Oliver, 1994). If this is the case then it is expected 
that the causal link between the two constructs will be directly opposite to the above. 
In fact, both of the above positioning of the two constructs are equally valid and both 
are equally supported by theoretical and empirical studies. However, the empirical 
results identified by Cronin and Taylor (1992), suggest that service quality is an 
antecedent of overall satisfaction. If this hypothesis is correct, then it is expected that 
proposed path as identified by the regression weight H8, as depicted in Figure 5. L, 
would not be statistically significant whereas the reverse path H7 should be 
statistically significant. Therefore: 
H7: Consumers will focus on broader topics, such as value, image, the 
experiences of others, and advertising in addition to their own 
experiences with the service provider and the higher the level of service 
quality the higher the level of overall satisfaction. 
H8: Consumers are expected to focus on all encounters and past personal 
experiences With the service provider and the higher the level of overall 
satisfaction the higher the level of service quality. 
Beatty et al., (1988) developed an involvement-commitment model. They proposed 
that that there is a causal link between the constructs of purchase involvement and 
brand commitment. Beatty et al. use brand commitment as a surrogate for brand 
loyalty. If a purchase is made and there is an element of satisfaction with the product, 
then it is hypothesised that purchase involvement would eventually lead to brand 
commitment. In fact, the psychological attachment to the brand could be so intense 
that it would be difficult to switch the consumer to another brand. The linkage 
between the involvement and commitment constructs has other good academic 
support in the literature. For instance, both Miller (1965) and Lastovicka and 
Gardner 
(1979) identified commitment as one of the main components of involvement. 
Traylor 
(198-33) suggested that ego involvement and brand commitment were related constructs 
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whilst Crosby and Taylor (1983) hypothesised that involvement would most likel", 
precede commitment. Therefore- 
Hq: The higher the level of consumer involvement with the service 
provider the higher the level of service loyalty. 
The studies by Backman (1988) and Pritchard (1991) suggest that the level of 
involvement will directly influence the development of service loyalty, as 
hypothesised in H9. They also hypothesised that depending on the level of consumer 
involvement, consumers will perceive differences in service quality affecting directly 
the level of consumer loyalty, or indirectly via the level of satisfaction. The 
hypotheses put forward by Backman (1988) and Pritchard (1991) that consumers' 
perceptions of service quality and satisfaction are mediating variables of loyalty has 
also been seen to have some support in the literature (Rothschild and Gaides, (198 1), 
and Oliva et al (1992)). Therefore: 
Hio: The higher the level of consumer involvement with the service 
provided the higher will be the consumers' perceptions of the level of 
service quality. 
5.4. One-Two-Four Step Approach: A Methodological Consideration 
Structural equation modelling (SEM) has the capability of integrating the 
measurement aspects of constructs with the substantive relationship considerations 
between the constructs into one single conceptual ftamework. The research issues of 
the measurement models are typically focused on whether the constructs are both 
reliable and valid. However, the structural discussions are more normally oriented on 
the other stages of the research process namely the substantive relationships of the 
constructs, model development and estimation techniques. However, prior to SEM 
programs, such as Lisrel, it was a standard practice in the social sciences to first 
establish acceptable measurement parameters prior to using these measures in a more 
substantive context. This approach is now totally unnecessary as SENM programs are 
capable of integrating the measurement issues with the model building process and 
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estimation (Hayduk, 1987, p87). Nevertheless, the model building process still 
involves two distinct tasks. Firstly, it involves a confirmatory measurement process, 
or factor analysis, that identifies and specifies the relations of the observed measures 
to their posited underlying constructs. Whilst the second task, Involves a confinnatory 
structural model that specifies the causal relations of the constructs to one another 
(Anderson and Gerbing, 1988). If these two tasks are estimated simultaneously then 
the method is defined as a one-step approach. However, if the two tasks are separately 
assessed then the estimation process is defined as a two-step approach. Apart ftom the 
one or two-step approaches, there are also methodologists, such as M. uliak, who 
advocate that a four-step approach is even better as it is more trustworthy in 
determining whether the model is failing as a result of structure inadequacy, or 
measurement misspecifications. Essentially, the four-step approach is divided into (1) 
a factor model, (2) a confirmatory factor model (these first two steps, either in 
Isolation, or jointly are the first step of the two-step approach), (3) the anticipated 
structure equation model (the second step of the two-step approach and in isolation 
from the other two steps is in fact the one-step approach) and (4) possibly a more 
constraint model (Hayduk and Glaser, 1999, p2). There are several controversial 
issues and contentions of these three alternative approaches to model estimation. 
Every approach has its advantages and disadvantages but a review of these issues is 
beyond the scope of this research study. However, from a methodological perspective 
this research study will favour the Hayduk and Glaser's (1999) and Fomell and Yi's 
(1992a; 1992b) one-step approach, for the reasons that will be explained below. 
Thereafter, the two-step approach will be resorted to if the baseline model, as depicted 
by Figure 5.2., fails due the difficulties that are normally encountered in severe 
misspecification of the measurement models and which usually will also spread out 
throughout the entire model. 
Investigating the measurement and structural parts jointly is a more full information 
approach to model building and depicts an unambiguous picture on hov, - the 
researcher sees the world. In fact, the baseline model "reflects the researcher's best 
guess at the nature of the force's operative in the real world" (Hayduk and Glaser, 
1999, p4). This however, is tantamount to an attempt by the researcher to include all 
the variables that are substantively permissible into the model. Bentler and Chou 
(1987) highlight the practical difficulties that are normally associated A-ith this 
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approach and as the model becomes larger there is a good probability that the data 
would not fit the model. In this situation, Bentler and Chou (1987) recommend that 
the researcher must investigate other restricted models, that is stage one of the t,. vo- 
step approach, so that comparisons can be made to the general, or baseline model. If 
the fit of the more restricted model is at least as good as that of the more general 
model than the restrictions can be accepted and the simpler model chosen. 
Furthermore, Hayduk (1996, p4) suggests that if a model is worth estimating, it is also 
worth reporting whether the model fits the data or not. The art of good modelling 
therefore rests on the researcher's ability to identify the underlying theoretical 
implications and how these are linked to the real world. Another important issue 
regarding the methodological use of the one-step approach is that examining the 
baseline, or general model, in its entirety may not be at all possible if either the two- 
step or the four-step approach is undertaken. This is because the structural portion of 
the model is prevented from influencing the measurement properties and the factor 
analytic stage process may be incapable of identifying whether the proposed model 
contains the proper number of factors. If this is the case then the researcher's best 
guess at the real world model would be different to the one-step approach model 
(Hayduk and Glaser, 1999). 
From a methodological perspective therefore this research study will first adopt the 
one-step approach as recommended by Hayduk and Glaser's (1999) and Forriell and 
Yi's (1992a; 1992b). This is essentially the hypothesised baseline model as depicted 
in Figure 5.2. If the data fails to fit the model then a two-step approach will be 
resorted to. This will entail a detailed 'analysis of the constructs' on a one-by-one 
basis, in order to identify the mi sspecifi cations problems that normally accompany 
measurement sub-models. The results of the 'analysis of the constructs' will thereafter 
be incorporated in a more restricted model as recommended by Bentler and 
Chou 
(1987). The restricted model will then be compared with the hypothesised baseline 
model. 
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5.5. The Hypothesised Baseline Model in Lisrel 
-Notation 
Whilst this study will use the latest Lisrel (version 8-30) computer programme for 
computational purposes, developed by Joreskog and Sorborn (1989), for expositional 
reasons, the path and baseline models and notations, as noted in Figure 5.1. and in 
Figure 5.2., are based on a relatively new programme called Amos (version 3.6) 
developed by Arbuckle (1997). Therefore, the hypothesised baseline model has to be 
converted into Lisrel notation before the estimation process can be undertaken. The 
step by step conversion process is given hereunder. 
Joreskog and Sorbom (1993, p136) classify the observed and latent vanables into 
Lisrel notation as follows: 
1) The dependent latent vaiiables are defined as Eta (Tl)-vanables. The hypothesised 
baseline model in Figure 5.2. has three dependent variables, Service Quality, 
Overall Satisfaction and Service Loyalty. These three constructs will therefore be 
now defined asq 1,112 and 713 respectively. 
2) The independent latent variables are defined as Ksl (ý)-variables. The 
independent, or exogenous variables, in the hypothesised model are SWItchingy 
Costs, Encounter Satisfaction and Involvement. These three constructs will now 
be defined as ý,, ý2and ý3 respectively. 
-33) There is no 
Lisrel notation for the Y-observed vanables that depend on the Tj- 
variables. There are seven Y-observed variables and these will therefore remain 
unchanged as already defined in Figure 5.2. and as can be seen in Table 5.1. 
column 3, that is, RLYI, RAEY2,.... CLY7. 
4) Similarly, the eleven X-observed variables that depend on the ý-variables will 
also remain unchanged as defined in Figure 5.2". and depicted in Table 5.1. 
column-33, that is FHXI,, STX2,... COMXI I. 
5) The error terms in the structural part of the model and associated with the 
q-variables are called Zeta (ý)-variables. There are three ý-variables 
corresponding to the three endogenous constructs Ser-,,,, Ice Quality. 
Overall 
Satisfaction and Service Lovalt-v-. These error tenns are depicted as zj, z, - andZ3 in 
Figure 5.2. and will now be defined as and ýý3respectively. 
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6) The measurement errors of the Y-observed variables are defined as Epsilon 
(F. )-variables. There are sevenz-variables in the model and these are descnbed as 
ei, e2, ... e7 respectively in Figure 5.2. These will now be defined as : 61, F-, ý. S7 
respectively. 
7) The measurement errors of the X-observed variables are defined as Delta (8)- 
variables. There are eleven 8-variables in the model and these are depicted as di. 
d2, 
... 
d1i respectively in Figure 5.2. These will now be defined as 51,62. ... 
511 
respectively. 
8) A path from an il-variable to another rl-variable is called a Beta (p)-pararneter. 
Each 0-parameter has two subscripts, the first being the index of the vaniabie 
towards which the path is going to and the second the index of the variable from 
which the path is coming from. There are four P-parameters in the baseline model 
and these are depicted as the hypothesised links H7, H8, H4 and H3 respectively 
in Figure 5.2. These hypothesised links will now be defined as 021,012,03, and 
032respectively. 
9) Similarly, a path from a ý-variable to an TI-variable is called a Gamma 
(y)-parameter with the same subscript rules as described in point 8. There are six 
y-parameters in the baseline model and these are depicted as the hypothesised 
links HI, H2, H5, H6, HIO and H9 respectively in Figure 5.2. These links will 
now be defined as Y31, Y32, Y12, Y22, Y13, and 733 respectively. 
10) A path from an 71-variable to a Y-variable is called a Lambda-Y (k(y))-parameter 
with the same subscript rules as described in point 8. The Service Quality 
construct has two Lambda parameters denoted by k(ý, ) and respectively. 
Similarly, the Service Loyalty construct has also two Lambda parameters denoted 
by k(ý'3) and k(, y3) parameters respectively. 
A path from a ý-variable to an X-variable is called a Lambda-X (ý'('))-parameter. 
xxX The model has the following five Lambda parameters 
k2xl) 
7 
k3l) 
7 
k4 
1) 11 
k1 )and kýx, 
associated with the Switching Costs construct (ý, ) and the following three 
Lambda parameters k; 3), and ? 
ý11) with the Involvement construct 33 
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5.5.1. The Matrices of the Structural Model 
Hayduk (1987, p92) observes that the main difference between the structural model 
and the measurement models is that in the former the links between the variables are 
only on the conceptual level whilst in the latter the latent conceptual variables are 
linked to their observed indicators. The main equation in matrix format for the 
structural model, as already mentioned in Section 4.4.2., is Equation 5.1. below, 
(5.1. ) 
wherebyTI is a column vector of the endogenous concepts and ý is a column vector of 
the exogenous concepts whilst B and F are the matrices of the structural coefficients. 
that is the lowercase Betas and lowercase Gammas. C is also a column vector of the 
errors (the Zetas) in the conceptual model and their covariances will constitute aW 
(Psi) matrix as can be seen in Section 5.5.3. The covariances among the exogenous 
variables will constitute another matrix called aý (Phi) matrix as can also be seen in 
Section 5.5.3. For computational ease and interpretation, Equation 5.1. can be 
rewritten in matrix format as per hereunder. 
Ili 0 ß12 0 TI1 0 
112 ß21 00 112 +0 
113 
_ß31 
ß32 0- 
-'93- 
731 
(3xl) (30) (3xl) 
Y12 Y13 (; I 
Y22 0 ý2 + 2 
Y32 Y33- 
-ý3- 
Lý3j 
(30) (3xl) (3xl) 
Applying matrix multiplication and addition rules, Equation 5.2. can therefore be 
rewritten in the following set of structural equati . ons* 
+ 713ý3 + "'I 
5.3. ) Tj 021 Tl I+ 722 ý2ý: 2 
Tj ": ": 031T11 + 032T12+ '1131ý I, 1132l;. ' 
-' ^f3A3 - ý3 
Equation 5.33. therefore expresses the endogenous concepts, the etas on the left hand 
side of the equations, as linear combination of all the other conceptual variables in the 
model plus the error terms, -'-- 
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5.5.2. The Matrices of the Measurement Nlodels 
The hypothesised baseline model has both endogenous and exogenous constructs. 
There are two matrices that specify the observed variables to their respective 
measurement sub-models. These are depicted by Equation 5.4. and Equation 5 7. 
hereunder. The first Equation (Eq 
. 5.4. ) links the endogenous concepts to their 
respective endogenous indicators and the other Equation (Eq . 5-7. 
) links the 
exogenous concepts to their respective exogenous indicators. Both these two 
Equations (Eq. 5.4. ) and (Eq. 5.7. ), in matrix format, have already been defined in the 
methodology Section 4.4.2. 
The equation for the endogenous construct is therefore- 
AyTj +s (54) 
By using the same principles as was used in the case of the structural model. Equation 
5.1. above, the measurement model equation for the y-variables, Equation 5.4., can 
also be converted into matrices as can be seen in Equation 5.5. below. These matrices 
can then be converted into sets of equations as can be seen below in Equation 5.6. 
100 
Y2 xy 00 21 
Y3 kY00 31 3 
Y4 00 Tj 2 E4 
001 
- 
TI 3 E5 
Y6 00 Xý 63 F- 6 
Y7 00x Y73 7 
(5.5. ) 
(7xl) (-,. x3) (3xi) (-/. \ I) 
MultiplYing and adding the matrices will result in a simultaneous set of equations for 
the endogenous vanables as can be seen in Equation 5.6. below 
Til -- Ei 
, (v) 
112 
3 
Ylý 
(N), 
6 Y6 63 TI '6 
Y) + F, Y7 '-, 11' 
(5 
. 
6. ) 
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Similarly, the matrices and equations for the exogenous variables can be worked out 
by using the same principals as were used for the endogenous variables. These can be 
seen hereunder in Equations 5.7... 5.8. and 5.9. respectively. 
X=AA+S 
xi 
X2 
X3 
X4 
X5 
X6 
X7 
xs 
X9 
xio 
xii 
00 
0o 82 
k(3xl) 0 83 
Äý4X1) 0 84 
0o 
k(6xl) 0 ý2 + 186 
00 
-ý3 
57 
001 58 
!x 
9X3) 
59 
X! 
IXO)3 1810 
00 1(IXI)3 
3- 
8 
- 
11 
(I IXI) (I I x3) (3xl) (Ilxl) 
xi =ý, +öl 
x 2 =2 
(x) 
"21ýl +52 
x 3 = 
(x) 
"31 
ýI + 53 
x4 = X(41)ý 1+84 
x 
x5 = 
(x) 
1%151 
ýI + 55 
x 6 =A 
(x) 
"61 
ýI + 56 
X7 = ý2 + 
87 
xg = ý3 + 
58 
x9 = ; £(X) 93ý3 
+59 
xio = 2(x) "103ý3 + 
810 
11 
x (x) 
113ý3 
+511 
(5.7. ) 
(5.8. ) 
(5.9. ) 
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5.5.3. The Remaining Matrices 
In Sections 5.5.1. and 5.5.2., the four matrices B, IF, A,, and A, were introduced. A. 11 
the others were vectors. There are four remaining matrices that are required to 
complete the specification of the hypothesised model in Lisrel notation format. These 
are the matrices of 0 (Phi) and W (Psi) as mentioned in Section 551. The 0-matrix 
represents the covariances among the exogenous variables and denotes whether the 
exogenous variables are correlated with each other. Similarly, the Y-matrix implies a 
correlation between the Zetas denoting the effects of some concepts not included in 
the model but which are influencing the endogenous variables. The last remaining 
matrices are the E),, (Theta Epsilon) and the Os (Theta Delta) matrices. These matrices 
also imply that some of the error terms of the observed variables may be correlated 
with one another due to some omitted cause. These four symmetric matrices, as 
depicted by Joreskog and Sorborn (1996, p8), are therefore defined hereunder: 
The covariance matrix of ý: 
012 0 
22 
013 0 
23 
0 
33 
The covanance matrix of L-- 
y ll 
1ý 
Y 12 
y 13 W 23 y 33 
The covariance matnx oft is assumed to be a diagonal matirix: 
diag (E) E) 2-2 
The covariance matrix of 5 is also assumed to be a diagonal matrix. 
= chag (0 (", "I lill 
(5.1 -3 ). ) E) 5 11 
E) (') 
, ... 
E) (') ) 
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5.5.4. The Model-Implied Varian ce/Covaria nce. Nlatrix 
Equations 5.1., 5.4- and 5.7. can be mathematically transformed into a variance- 
covariance matrix of the observed variables. Whilst the mathematical uwsfor-mation 
is beyond the scope of this study, the vanance-covariance matrix is defined in 
Equation 5.14. as it has important implications for the understanding of the model fit 
and for the results of the significant estimates of the coefficients. 
The model-implied variance-covariance matrix, E (Sigma) among the observed 
indicators x and y can be seen hereunder (Joreskog and Sorbom, 1996, p-3; Hayduk, 
1989, p 116)- 
, =[Ay[(I-B)-'(F+I-'+If)(1-B)-"]A. 
+E)c AY(I-B)-'F+A'x 
A,, +F'(1 - B) -" AyA,, +A'. + E) 
In structural equation modelling analysis, the hypothesised Z, Equation 5-14., is 
compared to the variance-covariance matrix calculated from the data of the observed 
indicators and defined as S. The whole estimation procedure is therefore based on 
finding estimates of the parameters that reproduce the sample variances and 
covariances of the observed variables and which closely as possible approximates 
Equation 5.14. (Scott Long, 1994, p-3346). The function that measures how close Z is to 
S is called a fitting function and for the purpose of the hypothesised model the fitting 
function that will be used in this study is the maximum likelihood (ML). 
5.6. The Identification Problem 
Before the estimation process can be initiated, the identification problem of the 
hypothesised model must first be addressed. Essentially identification is related to 
ývhether there is enough information provided by the empirical data to estimate the 
parameters of the model. A system of equations can only be solved if the number of 
equations is at least equal to the number of unknowns. In fact, "a necessary condition 
for identification is that the number of independent parameters being estimated is less 
than or equal to the number of non-redundant elements of S. the sample matrix of 
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covariances among the observed variables" (Long, 198-3a, p66), Diamantopoulos 3 
(1994) suggests a very clear way for checking the identification problem. Essentially. 
if t parameters are to be estimated, the minimum condition for identification is* 
< 
Where s= 1/2 [(p+q)(p+q+l)] 
number of y-variables 
q= number of x-variables 
1) If t=s, the parameters are said to bejust identified, that is, there is one and only 
one estimate for each parameter because there are as many equations as there are 
unknowns. 
2) If t<s, the model is said to be over identified, that is, it is possible to obtain 
several estimates of the same parameter since there are more equations than 
unknowns. 
3) If t>s, the model is unidentified, or underidentified, that is, an infinite number of 
values of the parameter would satisfy the equations since there are more 
unknowns than equations. 
In the hypothesised baseline model p=7 and q= 11. The total number of available 
variances and covariances is therefore 1/2 [(7 + 11)(7 + 11 + 1)] = 171 whilst the 
number of parameters to be estimated is equal to 46. As the number of parameters to 
be estimated is less than the number of available variances and covariances, since 
171 - 46 = 125 degrees of freedom, then the hypothesised baseline model is 
overidentified. 
However, as Hyduk (1989, p143)) points out the traditional methods for estimating 
identification, like the above, could be illusive and there are no general conditions that 
have yet been enumerated that guarantee the identifiability of the diverse types of 
models. One therefore has to look out for unreasonable estimates and also Impossible 
estimates such as, negative error variances (y, 0, and 6s), negative ý variances and 
standardised coefficients exceeding 1.0. Also, correlations bemeen coefficient 
estimates exceeding ++-0.9 may signify identification problems. Finally. reciprocal 
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effects, as in the case of hypothesised case model, are a common source of 
identification problems. 
5.7. Model Assessment: The Results 
Hair et al., (1998, p6 10) and Byme (1998, p 103) recommend that before the results of 
the structural equation models are evaluated, the researcher should first examine the 
parameters estimated to see whether they are both feasible and acceptable. Once the 
model is established that it provides acceptable estimates, the goodness-of-fit of the 
model must be evaluated at the following three separate levels- 
1. the overall modelfit; 
2. the measurement modelfit; 
3. the structural modelfit. 
The hypothesised baseline model that will be tested is the one that was initially 
depicted in Figure 5.2. and as was modified in Lisrel notation in Section 5.5. 
However, before the baseline model was tested, the theta-epsilon and the theta-delta 
of the first indicator variables were set at 10% of the variance of their respective 
constructs. Whilst in the ideal research situation the researcher would like to have an 
independent estimate for these error variances, perhaps drawn from prior research, 
these estimates were not available for this study. Hence therefore, in the absence of 
independent estimates, the choice of values becomes arbitrary and the conservative 
value of about 10% is usually the norm (Anderson and Gerbing, 1988; Hayduk 1996, 
p25). 
The baseline model was then tested and it resulted in a convergent solution after 38 
iterafions. However, the reciprocal path BE (1,21) parameter estimate had a negative 
value of -1.84. An additional constraint was therefore needed and the reciprocal path 
BE (1,2) was fixed at a nominal value of 0.025. The adding of constraints, such as the 
constrained path BE (1,22) is a permissible step to help improve the model especially 
vý, hen a specified model does not fit a sample data (Bentler and Chou, 1987). 
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The model was tested once again and a convergent solution resulted after only 13 
iterations as can be seen from the path diagramme and the subsequent discussion of 
the results as per hereunder: 
Figure 5.3. The Hypothesised Baseline Model 
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10-830 I-Z4 
57 
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0 Sk 
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1 00 12 - Ia. 13 70 now 1-00 
0- 3JR 
16 930ý 0-0 
4 
I RLY1 O-SO 
1-00 
Squal 1-4 S--65'" 
RMY2 6-74 
. 07 -55 0.03 
0-40 
TNV 3-35 
z Osat --- 1-00- OVY4 1- 60 
I-*- 
11 
BLY5 -. 3-00 0 -_42_ _ 00 
-0 
Sloy 
;, i" S8 I. ALYG 1-87 0-67 
CLY7 15-68 
Chi-Square=325.07, df--129, P-value=0.00000, RMSEA: --0.097 
5.7.1. The Parameter Estimates 
According to Byrne (1998, p103) there are three aspects of concern regarding the fit 
of the individual parameters in a model. These are: (a) the parameter estimates should 
exhibit the correct sign and size for them to be feasible; (b) the standard errors of the 
estimates should not be excessively large or small; and (c) the parameter estimates 
should be statistically significant. 
Table 5.2. - The Parameter Estimates 
Parameter Baseline Model 
1.00 
1.45 
(0.11 
13.17 
0.40 
(0.07) 
5.47 
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Xý 42 1 1.00 
3 
1.00 
0.58 
XY63 (0.03) 
21.21 
0.67 
kyn (0.07) 
10.25 
1.00 
1.24 
V21 (0.07) 
17.73 
0.57 
V31 (0.07) 
7.77 
0.52 
V41 (0.05) 
10.57 
0.51 
V5 
1 (0.08) 
6.76 
0.54 
V61 (0.07) 
7.69 
V-n 1.00 
V83 1.00 
0.32 
V93 (0.03) 
10.10 
0.07 
XXI03 
(0.02) 
4.27 
0.01 
xx 113 (0.02) 
0.33 
As can be seen from the above Table 5.2., the unstandardised parameter estimates of 
the Baseline Model exhibit both the correct sign and size. The standard errors and the 
t-statistics (which are the parameter estimates divided by the respective standard 
error) are recorded as the second estimates in brackets below the parameter estimates 
and the third estimates respectively. The only exceptions are the lambda y and lambda 
x of the first six indicator parameters, which can be seen in the above Table5.2.. 
which are scaled to have a value of 1.0 in line with the guidelines of Joreskog and 
Sorbom (1003, p173) when the variables are assumed to be continuous and as 
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discussed in the methodology Section 4.5.4. The results indicate that the standard 
errors are very acceptable and they appear to be in good order. Furthermore, the t- 
statistics of the parameters indicate that the estimated parameters are all statistically 
significant. Hair et al (1998, p610) suggest that the researcher should be on the look 
out for offending estimates such as negative error variances and standardised 
coefficients exceeding, or being very close to, 1.0. In the Baseline Model, there are no 
negative error variances or indications of improper solutions or Heywood cases. 
5.7.2. The Measurement Model Fit 
The next step that needs to be considered is to see whether the measurement model is 
adequately represented by the observed indicators, that is how reliable are the 
respective observed variables to their constructs- The reliability of the indicators are 
determined from the squared multiple correlation (R) of the respective observed 
variables. The R2 ranges from 0.0 (zero reliability) to 1.0 (highly reliable) and these 
values give an indication of how well the observed indicators serve as a measuring 
instrument of the latent constructs (Joreskog and Sorbom, 1993, p15). Table 5.3. 
below, depicts the R2 for the Baseline Model. As can be clearly seen from Table 5.3. 
with the exception of the indicators that have been fixed at 10% of the variance of the 
constructs,. hereunder shown as having R2 of 0.90, indicator ALY6 has a value of 0.83 
and STX2 a value of 0.74 whilst all the other indicators have either moderate, or very 
low, values such as the indicators TNY3, BPXIO and COMM I with reliability 
estimates of 0.17,0.11 and 0.00 respectively. 
Table 5.3. - Squared Multiple Correlation for the x and y Variables 
Yi Y: Y3 Y4 y5 Y6 y7 
RLYI 
0.90 
RAEY2 
0.58 
TNY3 
0.17 
OVY4 
0.90 
BLY5 
0.90 
ALY6 
0.83 
CLY7 
0.43 1 
X X X3 xXX, 6 4 X7 Xg Xg X 10 Xii 
ýHIM STN ýýSRX) LSX4ICLX5 CYX6ý ENX7IINX8 KNX9ýBPXIOI COMXIII 
0.90 0.7 
. -io 
0.45 1 0.24 0.29 1 0.90 1 0.90 0.4) 0.11 1 0.00 
If0 
Similarly, the reliability inu to I estimates for each construct can be calculated, accord" - 
the formula as per hereunder and as can be seen in Table 5.4. below. 
Construct Reliability = 
(Sum of the Standardised. Loadings) 
(Sum of the Standardised Loadings)' -. Sum of the indicator measurement error 
Where the indicator measurement error =I- (Standardised Loadings)' 
These estimates indicate that with the exception of the single indicator constructs 
Overall Satisfaction and Encounter Satisfaction, all the other constructs have values 
below 0.70 but above 0.50 which is acceptable if the research is purely exploratory 
(Hair et al, 1998, p612). 
Table 5.4. - Reliability of the Constructs 
Construct Reliability 
Service Quality 0.54 
Overall Satisfaction 0.95 
Service Loyalty 0.56 
Switching Cost 0.52 
Encounter Satisfaction 0.95 
Involvement 0.57 
5.7.3. The Structural Model Fit 
The parameter estimates for the structural part of the Baseline Model together with the 
standard errors and t-values are depicted in Table 5.5. below. The shaded parameters 
have t-values which are not significant at the p<0.05 level, that is t< 11.9601 whilst 
the non-shaded parameters are all statistically significant. It is quite clear from Table 
ii icant with . 
5. depicted below, that all the parameter estimates are statistically signif 
the exception of y-, -,. that is the relationship link between Involvement and Service 
Loyalty, which is only marginally not significant with a t-value of 1.96. 
I; i 
Table 5.5. - ML estimates for the Structural Model Parameters 
Parameter Unstandardised 
Values 
Standard Errors t-values 
P21 0.55 0.12 4.44 
P31 0.42 0.18 131 
P12 0.03 
P32 0.51 0.15 3.48 
Y31 0.21 0.09 2.26 
Y12 0.07 0.02 4. -37 
Y22 0.23 0.03 9. -)-) 
Y32 0.11 0.05 -ý.,? O 
Y13 0.05 0.02 3.24 
Y33 0 . 
07 9.03 1.90 
ý11 14.25 1.77 8.07 
ý21 13.28 3.54 3.75 
ý31 23.95 4.08 5.87 
ý22 108.95 13.49 8.08 
ý32 46.35 10.72 4.32 
ý33 123.34 15.27 8.08 
Wil 2.98 0.40 7.54 
IF22 4.76 0.80 5.98 
T33 8.19 1.23 6.65 
5.7.4. The Overall Fit of the Model 
There are quite a number of overall fit measures that may be taken into consideration. 
However, assessing the overall goothiess-of-fit is not very straightforward parficularly 
because in structure equation modelling there is not a single statistical test that best 
descnbes the strengffi of the model's predictions. In fact, none of the overall 
goodness-of-fit measures, with the exception of the chi-square statistic, have an 
associated statistical test. Therefore, whilst there are guidelines on the acceptable level 
of fit for the respective goodness-of-fit measures, it is the researcher that must 
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ultimately decide whether the fit is acceptable or not (Hair et al, 1998, p65-) '). The 
goodness-of-fit measures are essentially of two types, the absolute fit and the 
incremental fit. The absolute fit measures determine the degree to which the 
covariances implied by the model match the observed covariances. The recommended 
measures are the chi-square, which should be accompanied by the degrees of freedom. 
sample size and p-value, the goodness-of-fit (GFI) index and the root mean square of 
error of approximation (RMSEA) index. Whilst, the incremental fit measures indicate 
whether the model in question is superior to an alternative or baseline model. The 
adjusted goodness-of-fit (AGFI), Tucker-Lewis index and Normed Fit index (NFI) are 
the most popular incremental fit indices (Hoyle and Panter, 1995, p 165). 
The various alternative goodness-of-fit measures have been proposed because there 
are fundamental problems associated with the chi-square statistic. The chi-square test 
is in a sense a badness-of-fit measure as a small chi-square corresponds to a good fit 
whilst a large chi-square represents a bad fit (Joreskog and Sorbom, 1993, p122). 
Therefore, a low chi-square value shows non-significance indicating that the actual 
and predicted matrices are not statistically different. The best well-fitting 
hypothesised model is where the chi-square value approximately equals the degrees of 
freedom. However, in practice this is an unrealistic event in structural equation 
modelling empirical research (Byrne, 1998, pI 10). The main criticism regarding the 
validity of using the chi-square test to evaluate the model fit is that it is particularly 
dependent on the sample size and is also very sensitive to the data being non-normal 
(La Du and Tanaka, 1989). As sample size increases the chances of rejecting a model 
(whether true or false) also increases since the increased sample size makes it more 
likely to detect discrepancies between the implied and observed covariance matrices 
(BagoZZI and Yi, 1988). Similarly, if the data does not follow the strict multivariate 
normal distribution, the researcher should be very sceptical about model fit (La Du 
and Tanaka., 1989). 
The problems therefore associated with the chi-square test have induced researchers to 
simultaneously evaluate other alternative measures for assessing model fit. The other 
fit indices that have already been mentioned above are the GFI, AGFI and NFI 
indices. These all take values ranging, from 0.00 to 1.00 with the hul-her values 
indicating supefior fit. Regarding the RMSEA index, values ran ing from 0.05 to 0.08 91 
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indicate a fair fit but values above 0.10 indicate a poor fit (MacCallum. Browne and 
Sugawara, 1996). Table 5.6. below depicts the goodness-of-fit measures just 
described. As can be clearly seen from this table the Baseline Model has a significant 
chi-square atp = 0.00. Therefore, the Baseline Model is rejected. The other goodness- 
of-fit measures also indicate that the data does not fit the model under study. 
Table 5.6. - The Overall Model Fit 
Baseline Model 
x2 325.07 
Df 129 
p 0.00 
GFI 0.83 
RMSEA 0.097 
AGFI 0.77 
NFI 0.82 
NNFI 0.88 
RMR 0.089 
5.8. Summary of Results 
A one-step approach was used to estimate simultaneously both the structural and 
measurement models. Hayduk and Glaser (1999) and Fornell and Yi (1992a; 1992b) 
recommend this approach as it is a full information procedure to structural equation 
modelling resulting in a more accurate intra-relationships among the constructs apart 
from representing a totally unambiguous picture on how the researcher sees the world. 
However, as Hair et al (1998, p600) point out this method is the best approach only 
when the model possesses both strong theoretical rationale and highly reliable 
measures. When the model is only tentative, or exploratory, as in the case of this 
study, then the researcher should consider a staged approach in order to maximise the 
interpretability of both the measurement and the structural models. Whilst the baseline 
model converged very easily with only 13 iterations, the overall results indicate verv nI 
conclusively that the data does not fit the model because of misspecification of the 
measurement sub-models which usually also spread out throughout the entire model. 
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In this eventuality, the researcher has to abandon the one-step methodological 
approach in favour of the two-step process in order to re-specify the entire model. 
This will entail a detailed 'analysis of the constructs' on a one-by-one basis in order to 
eliminate the misspecification problems that are now known to exist in the present 
model. The results will thereafter be incorporated in a more restricted model that will 
then be tested for model fit. 
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CHAPTER 6. 
ANALYSIS OF THE CONSTRUCTS 
CHAPTER 6. 
ANALYSIS OF THE CONSTRUCTS 
1. Introduction 
In Chapter 5a one-step approach was used to measure the hypothesised baseline 
model as depicted by Figure 5.2. The one-step approach is recommended by Hayduk 
and Glaser's (1999) and Fornell and Yi's (1992a; 1992b) as it is a full information 
method to model building. It also depicts an unambiguous picture on how the 
researcher sees the world as it reflects the researcher's best guess of the underlying 
operative forces as included in his model. However, Bentler and Chou (1987) 
highlight that there are practical difficulties when this approach is used because the 
bigger the model the more the difficulties that are normally encountered especially 
regarding mi sspecifi cation errors of the measurement model. These misspecification 
errors unfortunately also tend to spread throughout the entire model and thereby 
rendering the estimation process more difficult. 
In fact, as can be seen in Section 5.7., the one-step approach methodology resulted in 
the hypothesised model being rejected. When this is indeed the case, the researcher 
has to abandon the one-step in favour of the two-step methodology. This entails a 
detailed analysis of the constructs on a one-by-one basis to ensure the elimination of 
the misspecification errors that have been found to exist in the measurement part of 
the model. This screening process is the domain of this Chapter. 
It is normal to expect that the screening process will indicate that the factors under 
study are not as initially hypothesised. If this is the case, then this means that there are 
indications that the baseline model is not as originally hypothesised and a more 
restricted model, hereinafter referred to as model 2, is the more appropriate model for 
the research. In this eventuality therefore it is the restricted model that will be 
analysed, as can be seen in Chapter 7. The results Will nevertheless be compared with 
the initial baseline model. This is the methodology that will be used in Chapter 7 and 
is based on the recommendations of Bentler and Chou (1987). 
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6.2 Construct 1: Switching Costs 
6.2.1. Descriptive Statistics 
The proposed Switching Costs model is a higher-order construct composed of six 
lower-order factors. It is the first exogenous variable considered in this study and is 
replicated from the work of Gremler (1995) and Gremler and Brown (1996). As can 
be seen from the baseline model,, Section 5.2, Figure 5.2., the Switching Costs 
construct is made up of six factors with the number of indicator variables totalling 18 
items as described hereunder: 
Habit/inertia 
(perceived) Setup costs 
(perceived) Search costs 
(perceived) Learning costs 
(perceived) Contractual costs 
(perceived) Continuity costs 
FIIXI question numbers 
STX2 question numbers 
SRX3 question numbers 
LSX4 question numbers 
CLX5 question numbers 
CYX6 question numbers 
HISC15 - FUSC17 
STSC 18 - STSC21 
SRSC22 - SRSC 24 
LSC25 - LSC 26 
CLSC27 - CLSC29 
CYSC30 - CYSC32 
It is customary in most research to view the univariate descriptive statistics such as 
the mean, standard deviation, skewness, kurtosis and the relative distribution of the 
total scores as part of the data screening process. However, as has already been 
mentioned in the methodology Section 4.5. L, ordinal variables do not have origins, or 
units of measurement, and hence any implicit reference to descriptive statistics would 
mean ignoring the ordinality assumption. The ordinality assumption will therefore be 
maintained whenever possible, as in the case of not displaying the univariate 
description statistics. However, it was noted in Section 4.5.2 that there are intrinsic 
difficulties in maintaining the ordinality assumption throughout this entire study. 
Hence, the rest of the analyses in this chapter are undertaken with the assumption that 
the variables are continuous. 
The first statistical test that will be carried out is to establish the relationship between 
the scale and the iterns that have been used in the questionnaire. The first two columns 
in Tables 6.2.1. (A) and (B) hereunder, refer to what the average score and the scale 
variance would be if a particular item is eliminated. The 'corrected item to total 
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correlation' in column three is the Pearson's correlation coefficient between the score 
of the individual item and the sum of the scores of the remaining items. Hair et al.. 
998, p 118) suggest that as a rule of thumb the 'item to total' correlation should 
exceed 0.50. 
Table 6.2.1. - Item-Total Statistics for Switching Costs 
(A) with 18 items 
ITEMS 
Scale 
Mean 
if Item 
Deleted 
Scale 
Variance 
If Item 
Delete 
Corrected 
Item- 
Total 
Correlation 
Alpha 
if Item 
Deleted 
HISC15 72.9136 313.6447 
. 5024 . 9124 HISC16 73.2840 304.2667 
. 6392 . 
9089 
HISC17 73.3642 297.5249 
. 7131 . 9067 STSC18 73.1358 302.1429 
. 6427 . 9087 STSCI 9 73.6296 297.8868 
. 7106 . 9068 STSC20 73.7099 300.1700 
. 6993 . 9072 STSC21 73.6605 305.5921 
. 5997 . 9099 SRSC22 74.8210 313.2038 
. 5197 . 9119 SRSC23 75.0000 312.1863 . 5301 . 9117 SRSC24 73.7469 304.3765 . 6271 . 9092 LSC25 73.0741 309.7585 . 5176 . 9122 LSC26 73.2963 297.8496 . 7188 . 9065 CLSC27 73.7284 313.2550 . 4456 . 9142 CLSC28 74.3086 317.3948 . 3922 . 9154 CLSC29 73.7593 309.7367 
. 
5352 . 9116 
CYSC30 73.3765 309.9381 . 
5922 . 9102 CYSC31 73.4321 314.5451 . 5070 . 
9122 
CYSC32 73.5494 309.2429 . 6109 . 
9098 
Reliability Coefficient Alpha = 0.9149 
(B) with 14 items 
Scale Scale Corrected Alpha 
ITEMS Mean Variance Item- if Item if Item if Item Total Deleted Deleted Deleted Correlation 
- - HISC16 55.7160 204.8754 . 6287 . 903 3 
7 
HISC17 55.7963 198.8961 . 7135 . 8999 
STSC1 8 55.5679 202.1848 . 6533 . 9024 
STSC19 56.0617 199.1514 . 
7120 
. 
9000 
STSC20 56.1420 200.1226 . 
7217 
. 8997 
C21 56.0926 205.3889 . 6017 . 
9044 
SRSC22 57.2531 211.0722 . 
5361 . 9067 
SRSC23 57.4321 210.1600 . 5480 . 
9063 
SRSC24 56.1790 204.2348 . 6331 1 . 
9032 
. 5261 . 
9073 LSC25 55.5062 208.4627 
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LSC26 55.7284 199.8637 . 
7036 . 
9003 
CLSC29 56.1914 212.3048 
. 
4578 . 
9097 
CYSC30 55.8086 2099569 
. 
5709 . 
9055 
CYSC32 55.9815 208.4903 . 
6120 . 
9041 
Reliability Coefficient Alpha = 0.9101 
As can be seen from the above Table 6.2.1. (A) items MSC 15, CLSC27, CLSC28 and 
CYSC31 have coefficients of 0.5024,0.44567 0.3922 and 0.5070 respectively. These 
four items asked respondents the following questions: 
item 15 'unless I were to become very dissatisfied with my bank, 
changing to a new bank would be a bother' 
item 27 'my bank provides me with particular privileges I would not 
receive elsewhere' 
item 28 'there are several financial costs/charges I would incur if I 
were to stop doing business with my bank' 
item 31 'if I were to change banks, the service I might receive could 
be worse than what I have now' 
The main focus of these four questions is the implications that would result if the 
individuals were to change banks. The responses indicate in a fairly evident way, that 
at the personal banking level these implications are not considered to be of major 
concern to private individuals. Hence, the correlation coefficients of these four items 
are relatively lower than the other items indicating that there is not much of a 
relationship between these four individual items and the rest of the other fourteen 
items. The last column. ) 
in Tables 6.2.1. (A) and (B), gives an indication of what the 
reliability coefficient, Cronbach's Alpha, would be if these four items are eliminated. 
The reliability coefficient Cronbach's Alpha assesses the intemal consistency of the 
entire scale and is the preferred method in this study for establishing the reliability of 
the measuring instrument. The reasons for preferring the internal consistency method 
have already been discussed in Section 4.3.1. A low Cronbach alpha 0.50, or less, is 
an indication that the representative items are performing poorly in capturing the 
construct. For basic research studies reliabIllfies of 0.80, or beyond, are very 
acceptable (Churchill, 1979). It is quite normal to expect that deleted items vith a 
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relatively low Alpha will result in an overall Alpha improvement, as can be seen in 
the respective 'alpha if item deleted column' of the four items mentioned above. 
However, as can be seen in Tables 6.2.1. (B), when these four items were eliminated 
there was no relative improvement in the overall Alpha coefficient. The overall 
coefficient Alpha with 14 items is 0.9101 whilst the overall coefficient Alpha with the 
18 items is 0.9149. This is evidence that either additional items need to be eliminated 
or that the overall Alpha coefficient is already high enough and hence cannot be 
marginally improved. 
6.2.2. Data Reduction Methods 
The two main techniques used for data reduction are the principal component analysis 
and the factor analysis. Everitt (1996, p216) points out that many authors do not 
differentiate between the two approaches with the latter method often used as a label 
for all the methods of data reduction. Both these techniques attempt to reduce the 
number of variables of a data set so that any type of inherent structure becomes more 
identifiable. However, whilst the objectives may be the same they differ in their 
approaches (Everitt, 1996, p240). Factor analysis in this regard is a more sophisticated 
technique as it proposes a model to explain the correlations of the observed variables 
whilst principal component analysis involves a simple mathematical transformation of 
the proportions of the uncorrelated variables which account for the maximum amount 
of the variation of the original data. Both analyses will yield the same results when the 
variances of the variates are small. In data reduction analyses it is quite common to 
find the principal component analysis as a first step to factor analysis, an approach 
that will be undertaken in this study. However, before both principal component 
analysis (Section 6.2.2.3) and factor analysis (Section 6.2.2.5) are carried out, there 
are various steps that need to be considered which are essentially screening tests as 
they all examine the viability of proceeding, or notý with factor analysis. These steps 
will be considered first, followed by the principal component analysis and finally by 
the factor analysis itself As a last remark, it should be noted that the factor analysis 
will be used in an exploratory basis and hence no a priori constraints will be made at 
the outset of the analysis. 
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6.2.2.1. The Correlation Matrix 
One of the goals of factor analysis is to obtain factors of variables that are related to 
each other. If the correlations between the variables are small, it is unlikely that the,.,, 
will share common factors (Norusis, 1993, p50). In fact, if the observed variables are 
uncorrelated, applying principal component analysis and factor analysis would be 
pointless. A good number of the correlation coefficients should have correlations 
greater than 0.30 for factor analysis to be appropriate (Hair et al., 1998, p 99). The 
correlation matrix for the Switching Costs construct is given hereunder in Table 6.2 - -' - 
Table 6.2.2. - Correlation matrix for Switching Costs 
ITEMS HISCIS HISC16 HISC17 STSC18 STSC19 STSC20 STSC21 SRSC22 SRSC23 
HISC15 1 
HISC16 0.555 1 
HISC17 0.506 0.56 1 
STSC1 8 0.445 0.647 0.638 1 
STSC1 9 0.504 0.633 0.754 0.67 1 
STSC20 0.412 0.518 0.625 0.501 0.639 1 
STSC21 0.314 0.377 0.448 0.373 0.407 0.631 1 
SRSC22 0.245 0.26 8 0.317 0.282 0.348 0.473 0.467 1 
SRSC23 0.19 0.232 0.402 0.287 0.365 0.446 0.397 0.74 1 
SRSC24 0.293 0.335 0.442 0.467 0.376 0.444 0.435 0.472 0.512 
LSC25 0.298 0.307 0.335 0.273 0.313 0.458 0.354 0.326 0.354 
LSC26 0.427 0.555 0.554 0.582 0.586 0.454 0.387 0.273 0.334 
CLSC27 0.145 0.282 0.287 0.297 0.267 0.216 0.292 0.128 0.124 
CLSC28 0.163 0.291 0.312 0.234 0.352 0.303 0.261 0.264 0.31 
CLSC29 0.196 0.33 0.294 0.306 0.324 0.327 0.372 0.208 0.188 
CYSC30 0.31 0.337 0.423 0.344 0.333 0.353 0.298 1 0.272 0.309 
CYSC31 0.246 0.245 
- 
0.326 0.222 0.293 0.289 0.319 0.268 0.287 
CYSC32 0.215 T 0.402 0.415 1 0.331 1 0.439 0.422 0.39 0.372 
ITEMS SRSC24 LSC25 LSC26 CLSC27 CLSC28 CLSC29 CYSC30 CYSC31 CYSC32 
SRSC24 1 
LSC25 0.427 1 
LSC26 0.52 0.484 1 
CLSC27 0.315 0.197 0.504 1 
CLSC28 0.178 0.216 0.293 0.281 1 
CLSC29 0.312 0.267 
1 
0.43 0.625 0.443 1 
CYSC30 0.445 0.423 0.52 7 0.348 0.167 0.375 1 
CYSC31 0.428 0.258 0.328 0.346 0.094 0.459 0.563 1 
CYSC32 0.424 0.397 0.459 0.239 0.145 1 0.389 0.654 0.644 1 
Bartlett's test of Sphericity = 1567.080. Significance = 0.0000 (18 items) 
203 Bartlett's test of Sphericity =13.204. Significance = 0.0000 (14 items) 
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A visual inspection of the correlation matrix Table 6.2.2., which includes all the IS 
items, shows that more than 65% of the coefficients have correlations (greater than 
0.30 and that the for the correlation coefficients that are less than 0.30 are mainly 
attributed to the eliminated items 15,27,28 and 3 1. The Barlett's testfor sphericity. 
as depicted above, is large for both matrices (with 18 and 14 items) and the associated 
significance levels are small. This implies that the correlation matrix is not an identity 
matrix, whereby all the diagonal terms are I and the off-diagonal terms are 0. Since 
this hypothesis is rejected then factor analysis would be appropriate (Norusis, 1993, 
p50). 
6.2.2.2. The Anti-Image Correlation Matrix 
The anti-image correlation between the items is the negative values of the partial 
correlation and these provide another indication of the strength of the relationships 
between the items. If the items share common factors then it is expected that the 
partial correlations would be small. On the other hand, high partial correlations 
indicate that there are no true underlying factors, so factor analysis would be 
inappropriate (Hair et al., 1998, p 99). An anti-image correlation matrix for the 
Switching Costs items was made and the results indicate that the majority of the anti- 
image correlations for the Switching Costs items are extremely small. Whilst the 
actual matrix is not displayed in this section, the results indicate that there are only 
three coefficients greater than 0.40 and seven coefficients greater than 0.30. Another 
measure to quantify the degree of intercorrelations among the items and the 
appropriateness of factor analysis is the measure of sampling adequacy (AIISA). These 
coefficients are displayed on the diagonal of the anti-image correlation matrix. The 
MSA is an index that ranges from 0 to 1, reaching I when each item is perfectly 
predicted without error by the other items (Hair, 1998, p 99). As can be seen in the 
Table 6.2.3., all the values are greater than 0.80 which Kaiser (1974) describes as 
meritorious. These large values are a further indication that factor analysis can be 
undertaken. 
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Table 6.2.3. - The Measure of Sampling Adequacy (MSA) 
MSA 
HISC15 0.859 SRSC24 0.931 
HISC16 0.911 LSC25 0.914 
HISC17 0.915 LSC26 0.911 
STSC18 0.913 CLSC27 0.71111 too 
STSCI 9 0.891 CLSC28 0.836 
STSC20 0.913 CLSC29 0.835 
STSC21 0.914 CYSC30 0.889 
SRSC22 0.812 CYSC31 0.843 
SRSC23 0.816 CYSC32 0.835 
6.2.2.3. Factor Extraction 
The previous tests conducted in Sections 6.2.2.1. and 6.2.2.2. clearly indicate that 
factor analysis can be undertaken. Therefore, the next task is to determine the number 
factors that will be extracted. The method of factor extraction that is used when the 
objective is to extract the minimum number of factors accounting for the maximum 
pordon of variance in the observed variables is the principal component analysis 
(Hair et al., 1998, p102). This method was referred to in the introductory section 
6.2.2. as the first data reduction method that will be used in conjunction with factor 
analysis. The principal component analysis however requires that consideration is 
given to the following stopping criteria- 
1) 7he latent root criteria (or eigenvalues) is the most commonly used 
technique in research studies. The rationale behind this method is that any 
individual factor should account for the variance of at least a single variable 
if it is to be retained in the analysis. Since each variable contributes a value 
of I then only factors having latent roots, or eigenvalues, greater than I are 
considered significant (Hair et al., 1998, p 103). 
2) A priori criterion is normally used when the researcher already knows 
the number of factors because of the literature search, or because of prior 
research work, and wants to stop the extraction process in order to replicate 
a particular study using the same number of factors. 
Percentage of i7arlance criterion is based on achieving a specified 
cumulative percentage of total variance extracted by successive factors. 
According to Hair et al., (1998, p104) in the social sciences it is not 
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uncommon to consider a solution that accounts for 60 percent, or less, of the 
total cumulative percentage variance as being acceptable. 
With the above three criteria in mind, Tables 6.2.4. (A) and (B) below show the 
results of the factor extraction process. 
Table 6.2.4. - (A) Factors Extracted with 18 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE % of Variance Cumulative 
% 
HISCI 5 0.538 1 7.48 41.557 41.557 
HISC16 0.688 21 1.652 9.175 50.733 
HISCII 7 0.705 3 1.541 8.561 59.294 
STSCII 8 0.678 4 1.23 6.831 66.124 
STSC19 0.752 
STSC20 0.657 
STSC21 0.501 
SRSC22 0.774 
SRSC23 0.773 
SRSC24 0.548 
LSC25 0.381 
LSC26 0.648 
CLSC27 0.716 
CLSC28 0.645 
CLSC29 0.781 
CYSC30 0.704 
CYSC31 0.698 
CYSC32 0.717 
(B) Factors Extracted with 14 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE 
% of 
Variance 
Cumulative 
% 
HISCI 6 0.675 1 6.507 46.476 46.476 
HISC17 0.722 2 1.442 10.299 56.776 
STSC18 0.721 3 1.185 8.462 65.238 
STSC19 0.788 
STSC20 0.666 
STSC21 0.499 
SRSC22 0.8 
SRSC23 0.775 
SRSC24 0.551 
LSC25 0.465 
LSC26 0.669 
CLSC29 0.428 
CYSC30 0.729 
CYSC32 0.645 
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The latent root, ., or eigenvalues criteria, 
has resulted in a four factor solution when all 
the 18 items are considered as can be seen in Table 6.2.4. (A). However, when items 
151,27,28 and 31 are deleted a three factor solution has resulted as can be seen from 
Table 6.2.4. (B). The four factor and three factor solutions account for 66.1% and 
65.2% of the cumulative percentage variance respectively. However, since the review 
of the Switching Costs literature indicate that the higher-order switching cost 
construct is made up of six lower-order factors, a six-factor analysis was imposed on 
the factor extraction process and on both the unrotated and rotated factor solutions. 
The six-factor solution extraction process., which is not reported in this study as it is 
an extension of Table 6.2.4. (A), indicated that the additional two imposed factors had 
non-significant eigenvalues of 0.813 and 0.756 respectively. Similarly, the study 
conducted by Gremler (1995) and Gremler and Brown (1996) also started with an ex 
ante assumption that the Switching Cost construct was made up of six dimensions. 
However, their factor analysis results indicated that the construct is a three-factor 
dimension. It is recommended by Hair et al., (1998, p106) that the researcher should 
always strive to have the most representative and parsimonious set of factors possible. 
It is therefore likely that the lower factor solution, which is more in line with the study 
by Gremler (1995) and Gremler and Brown (1996), should be favoured by this study. 
In addition, ., 
the communalhýv, which is the proportion of the variance accounted for by 
the common factors are all reasonably high. These can range between 0 and 1, with I 
indicating that all the variance is explained by the common factors. Only items 21,25 
and 29 in model B and item 25 in model A are below 0.50. 
6.2.2.4. The Reproduced Correlation Matrix 
Norusis (1993, p57) recommends that a visual examination must be made of the 
residuals before further analysis is undertaken. The residuals are the difference 
between the observed correlation coefficients and those estimated by the factor model. 
If the residuals are large, then the model does not fit the data well. The reproduced 
correlation matrix is depicted by the Table 6.2.5. hereunder. This matrix is essentially 
a three in one matrix with the lower left trianWe containing the reproduced 
correlations, the diagonal showing the communalities and the upper night triangle 
showing the residuals for the three-factor model. As can be seen from Table 6.2-5., the 
residuals are all very small and there are only '38 residuals, or 41'/, o of the total 
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residuals, which are greater than 0.05. Similarly, for the 18 item model, which is not 
depicted in this study, there were 61 residuals, or -339%, which are izreater than 0.05. 
Hence, as the values of the residuals are small this implies that the factor models 
reproduce the observed correlations reasonably well thereby indicating that these 
models give an adequate clescription of the data. 
Table 6.2.5 - The Reproduced Correlation Matrix 
ITEMS I HISC16 HISC17 STSC18 STSCII 9 STSC20 STSC21 SRSC22 
HISC16 
. 693(b) -0.123 -2.217E-02 -8.384E-02 -5.282E-02 -2.526E-02 5.970E-02 
HISC17 0.683 
. 722(b) -5.41 OE-02 8.734E-03 -1.211 E-02 -3.821 E-02 -6.366E-02 STSC1 8 0.669 0.692 
. 766(b) -3.719E-02 -1.281 E-02 -1.466E-04 -4.621 E-03 STSC19. 0.717 0.746 0.708 
. 783(b) -1.990E-02 -9.017E-02 -1.048E-02 STSC20 0.571 0.637 0.514 0.658 
. 707(b) 5.473E-02 -5.842E-02 STSC21 0.403 0.486 0.373 0.497 0.576 
. 533(b) -7.151 E-02 SRSC22 0.208 0.381 0.287 0.358 0.531 0.539 . 798(b) SRSC23 0.206 0.376 0.307 0.347 0.516 0.526 0.796 
SRSC24 0.335 0.447 0.496 0.393 0.415 0.405 0.56 
LSC25 0.306 0.31 0.225 0.275 0.463 0.359 0.324 
LSC26 0.576 0.574 0.635 0.559 0.471 0.379 0.26 
CLSC29 0.327 0.321 0.281 0.338 0.314 0.386 0.185 
CYSC30 0.357 0.392 0.322 0.349 0.376 0.348 0.252 
CYSC32 1 0.366 0.439 0.295 0.408 0.464 0.439 0.365 
ITEMS SRSC23 SRSC24 LSC25 LSC26 CLSC29 CYSC30 CYSC32 
HISCI 6 2.574E-02 -4.156E-04 3.942E-04 -2.076E-02 3.261 E-03 -1.994E-02 3.564E-02 
HISC17 2.606E-02 -4.976E-03 2.507E-02 -2.024E-02 -2.766E-02 3.113E-02 -2.411 E-02 
STSCI 8 -2.011 E-02 -2.834E-02 4.754E-02 -5.380E-02 2.579E-02 2.235E-02 3.675E-02 
STSCI 9 1.764E-02 -1.707E-02 3.789E-02 2.690E-02 -1.433E-02 -1.593E-02 3.062E-02 
STSC20 -6.991 E-02 2.941 E-02 -4.604E-03 -1.673E-02 1.275E-02 -2.288E-02 -4.168E-02 
STSC21 -0.129 2.998E-02 -5.239E-03 7.800E-03 -1.440E-02 -5.045E-02 -4.909E-02 
SRSC22 -5.669E-02 -8.794E-02 1.525E-03 1.237E-02 2.285E-02 2.048E-02 7.127E-03 
SRSC23 
. 805(b) -9.492E-02 -7.712E-03 2.673E-02 
1.344E-03 4.153E-02 9.403E-04 
SRSC24 0.607 . 750(b) -2.168E-02 -7.690E-02 
2.130E-02 -4.414E-02 -1.128E-02 
LSC25 0.361 0.448 . 902(b) -6.924E-02 
2.963E-02 -9.351 E-02 -7.525E-03 
LSC26 0.307 0.597 0.554 . 
782(b) -3.671 E-02 -1.041 E-02 4.718E-02 
CLSC29 0.187 0.29 0.238 0.466 . 798(b) -5.050E-02 -2.662E-02 
CYSC30 0.267 0.489 0.517 0.537 0.426, . 
720(b) -4.925E-02 
CYSC32 0.351 0.435 0.405 0.412 0.416 1 0.703 . 795(b) 
6.2.2.5. The Factor Rotation 
The analysis so far has indicated that the Switching costs construct is made up of 
either four, or three factors if the four items HISC 15, CLSC22 7, CLSC28 and CYSC3 )I 
are deleted, or of six factors according to the Switching Costs literature review. The 
next step therefore is to identify the items that load on the respective separate factors. 
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As already described in the Section 6.2.2. this is the role of factor analysis and is the 
second data reduction technique that will be used this study. is can II, Factor analys* 
take place in both the unrotated and rotated forin. Quite often, the unrotated solutions 
do not give an adequate idea of the factor structure and hence researchers have to 
resort to the rotated solution. The rotated solution essentially does not alter the overall 
factor structure but only simplifies the interpretability of the solution (Everitt, 1996, 
p23 5). 
An initial unrotated factor solution was conducted for the three, four and the imposed 
six factor structures. These unrotated solutions, which are not depicted in this section 
as they do not contribute to any further relevant information, did not identify any 
meaningful relations between the factors and the individual items. In this situation, 
Rotating the factors becomes a necessity as it simplifies the factor structure and 
thereby rendering the resultant factor patterns more easily interpretable. There are 
various analytic rotation methods and they all have a mathematical consideration. 
Some maximise something good about the rotation, orthogonal solutions, whilst 
others minimise something bad, oblique solutions (Nunnally and Bernstein, 1994, 
p505). The most widely used rotation methods are the varimax, quartimax and the 
equamax orthogonal rotation methods. The equamax method, is a combination of the 
varimax method,, which enhances the interpretability of the factors, and the quartimax 
method,, which emphasises the interpretability of the variables (Norusis, 1993, p65). It 
therefore attempts to make factors more nearly equal in importance (Nunnally and 
Bernstein, 1994, p506). This study will make use of the equamax rotation method. 
However, before embarking upon the rotation process it is necessary to identify 
objectively the criteria that should be used for selecting the individual loadings of the 
separate items. Researchers very often use the rule of thumb approach and select the 
loadings that are greater than + or - 0.30 without any consideration of the sample size. 
Stevens (1996, p-371) developed guidelines for researchers that depict what the 
absolute minimum value of the loading should be for the researcher to be confident 
that the researcher is not dealing with chance loadings. These guidelines are depicted 
in Table 6.2.6. below and are based on a simple correlation at alpha = 0.01 (two tailed 
test) for sample sizes ranging from 50 to 1000. As can be seen from Table 6.2.6, as 
the number of cases in this study is 162' then only loadings greater than 22 (0.192) = 
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0.384 in absolute value would be considered to be statistically significant and hence 
should be considered. 
Table 6.2.6. - Critical Values for a Correlation Coefficient at cc = . 01 for a Two- Tailed Test 
N C. V. N C. V. N C. V. 
50 
. 361 180 . 192 400 . 129 80 
. 286 200 . 182 600 . 105 100 
. 256 250 . 163 800 . 
091 
140 
. 217 300 . 149 1000 
The rotated solutions for the four factors, with 18 items, and for the three factors, with 
14 items, can be seen in Table 6.2.7. below. The imposed six-factor solution did not 
give any meaningful loadings of the respective factors and hence is not depicted- As 
has already been referred to in Section 6.2.2.3., the a priorl' criterion can be used 
when the researcher already knows the number of factors because of prior research 
work. Whilst there was no attempt to stop the extraction process during the rotation 
process in order to replicate Gremler (1995) and Gremler and Brown (1996) study, the 
three-factor solution with 14 items resulted in a more meaningful solution apart from 
being more parsimonious. Hence, it will be used in this research study for the 
following reasons. Factor I is very similar to Gremler (1995) and Gremler and Brown 
(1996) study as items 17,18,19, and 20 all loaded on this factor. Item 16 was deleted 
in Gremler (1995) and Gremler and Brown (1996) study pnor to the rotation process. 
Similarly, items 25,26 and 32 also loaded on another factor. The third factor which is 
made up of items 21,227,23 and 24 is the only factor that does not resemble Gremler 
(1995) and Gremler and Brown (1996) study as items 21 and 22 were deleted whilst 
items 23 and 24 loaded on factor 1. 
Table 6.2.7. - Equamax Rotated Factor Matrix for Switching Costs 
(A) With 18 items (B) With 14 items 
ITEMS 
FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 FACTOR I 
I FACTOR 21 FACTOR 3 
HISC15 0.704 - 0.106 0.173 1.647E-02 Deleted 
HISC16 0.769 0.119 0.172 0.231 0.773 9.448E-02 0.264 
HISC17 0.729 0.299 0.223 0.188 0.765 0.285 0.237 
STSC18 0.761 0.171 0.162 0.21 0-808 0.155 0.209 
STSC1 9 0-775 0.281 0.148 0.224 O-a3l 0.247 0.193 
STSC20 0.549 0.542 0.176 0.176 0.591 0.519 0.218 
STSC21 0.293 Oý544 0.202 0.281 0.364 0.552 0.25 
SRSC22 I 8.260E-02 0.859 0.157 6.773E-02 0-108 0.88 0.119 
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SRSC23 8.237E-02 0.854- 0.174 7.995E-02 0.12 0.859 0,149 
_SRSC24 
0.246 0.498 0.462 0.163 0.252 0.534 0.45 
LSC25 0.239 0.393 0.393 0.123 0.142 0.361 0.561 
LSC26 O. W 0.16 0.403 0.399 0.552 0.15 0-585 
_CLSC27 
0.103 -5.097E-02 0.289 0.787 Deleted 
CLSC28 0.155 0.35 -0.207 0.675 Deleted 
CLSC29 8.398E-02 8.362E-02 0.318 0.816, 0.238 6.2-29E-02 0.606 
_CYSC30 
0.214 0.138 0-778 0.183 0.15 0.154 T 0.826 
CYSC31 4.013E-02 0.138 0.793 0.219 Deleted 
CYSC32 0.202 0.26 0.771 0.117 1 0.201 0.265 0.731 
6.2.2.6. Factor Names 
The three-factor solution is therefore made up of the following items'. 
Factor I HISC 16, HISC 17, STSC 18, STSC 19 and STSC20. The first two items are 
from the construct of habit/inertia and whilst the last three items are from the 
construct perceived set-up costs. Gremler (1995) and Gremler and Brown (1996) 
labelled this factor effort because all the items seem to be related to the effort or 
hassle of switching banks. This factor name will also be retained in this study. 
Factor 2 STSC2 1, SRSC22, SRSC23 and SRSC24. The last three items are the 
perceived search costs construct. Hence the name of this construct will be retained. 
Factor 3 LSC25, LSC26, CLSC29, CYSC-330 and CYSC32. The first two items are 
from the construct perceived learning costs, item 29 is from the construct perceived 
contractual costs and the last two items are from the construct perceived continuity 
costs. Gremler (1995) and Gremler and Brown (1996) labelled this factor continuity 
costs as while items 30 and 32 are items of the continuity construct the other three 
items are associated with the costs involved if the bank is changed. 
6.2.2.7. Validity 
Conveiýgent Validiýv. As described in the methodology Section 43.2., Anderson and 
Gerbing (1988) suggest that the best way for assessing convergent valldlty Is by 
determining whether each indicator's estimated coefficient on its construct is 
significant, that is greater than twice its standard error. Table 6.2.8. below, shows the 
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results of the confirmatory factor analysis for the Switching Costs measurement 
model. The first estimates on each construct are normally fixed to 1.0 in line with the 
scaling notation as discussed in Section 4.5.4. However, for the purpose of identifying 
the convergent validity of these estimates, these parameters are set free. The first 
estimates of the indicators are therefore the indicator's estimated coefficient on the 
respective constructs. The second coefficients, those in brackets, are the standard 
errors of the estimates whilst the third set of coefficients are the t-values of the 
estimates. As can be seen clearly from the table below, all the estimates are very 
significant and greater than twice their respective standard errors. There is therefore 
evidence of convergent validity. The Lisrel syntax for this confirmatory analysis is in 
Appendix G. 
Table 6.2.8. - Confirmatory Factor Analysis: Switching Costs 
LISR-EL Estimates (Maximum Likelihood) 
Items Effort Ccosts Scosts 
1.17 
HISC16 (0.11) 
10.33 
1.44 
HISC1 7 (0.11) 
12.73 
1.30 
STSC1 8 (0.12) 
11.16 
1.49 
STSC 19 (0.11) 
13.50 
1.21 
STSC20 (0.12) 
10.48 
1.02 
STSC21 (0.13) 
8.08 
1.13 
SRSC22 (0.11) 
10.55 
1.16 
SRSC23 (0.11) 
10.73 
0 . 89 LSC25 (0.13) 
6.82 
1.27 
LSC26 (0.12) 
10.30 
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1.27 
CLSC29 (0.12) 
10.30 
1.07 
CYSC30 (0.11) 
9.91 
1.07 
CYSC32 (0.11) 
Discriminant Validity. Similarly, it was also described in the methodology Section 
4.3.2., 
,, 
that both Anderson and Gerbing (1988) and Joreskog (1971) suggest that an 
effective and necessary way for assessing discriminant validity is by constraining the 
estimated correlation parameter (the phi) between two factors to 1.0, sometimes also 
referred to as a congeneric model, and then performing a chi-square difference test on 
the values obtained for the constrained and unconstrained models. It is further 
recommended that this test should be performed on one pair of factors at a time rather 
than as a simultaneous test for all the factors. The Table 6.2.9. below, shows the 
results of the confirmatory factor analysis with both the constrained and unconstrained 
models. As can be clearly seen the unconstrained model, with the factors allowed to 
correlate freely with one another, resulted in a chi-square statistic of '2117-29. The 
,w 
PH (3,1) factors Effort and Ccosts and PH (2,1) factors Effort and constrained models, 
Scosts, which are alternatively constrained to have a correlation estimate of 1 . 
00, 
resulted in chi-squares of 278.95 and 331.33 respectively. According to Bagozzi and 
Phillips (1982, p476) discnminant validity is achieved if the unconstrained model has 
a significantly lower chi-square than the constrained models. Furthermore, the 
differences in chi-square between the constrained and unconstrained models are equal 
to 61.66 and 114.04 respectively with one degree of freedom. These differences are 
significant and are further evidence that the two factors in both models do not 
measure the same trait. Discriminant validity is therefore achieved. 
Table 6.2.9. - Discriminant Analysis 
df 
Unconstrained 217.29 74 
Constrained PH (3,1) 278.95 75 
Constrained PH (2,1) 331.33 75 
-I - 
6.3. Construct 2: Encounter Satisfaction 
6.3.1. Descriptive Statistics 
The proposed Encounter Satisfaction model is a single factor construct and is the 
second exogenous variable considered in this study. The Encounter Satisfaction 
construct is replicated from the work of Bitner and Hubbert (1994) and as can be seen 
from the baseline model, Section 5.2. Figure 5.2., is made up of 9 items as can be seen 
below. Items 57,59,60 and 62 are reversed scored in line with Bitner and Hubbert 
(1994) study. 
Encounter satisfaction ENX7 question numbers ENSAT54 - ENSAT62. 
Table 6.3.1., below, describes the 'item-to-total' correlation statistics for the 
Encounter Satisfaction construct. As can be seen from this table, all the items-to-total 
correlations of the individual indicator variables are very high with the lowest 
correlation coefficient being 0.7866 for the ENSAT57 Indicator. Consequently, there 
are no justifiable reasons why items should be deleted from this construct. The 
reliability coefficient Cronbach's Alpha, which assesses the internal consistency of 
the entire scale , is also very high at 0.9703 thereby establishing the reliability of the 
measuring instrument. 
Table 6.3.1 - Item-Total Statistics for Encounter Satisfaction 
ITEMS 
Scale 
Mean 
if Item 
Deleted 
Scale 
Variance 
if Item 
Deleted 
Corrected 
Item- 
Total 
Correlation 
Alpha 
if Item 
Deleted 
ENSAT54 44.1420 96.2716 . 8828 . 9662 
ENSAT55 44.1667 98.4876 . 
8550 
. 
9675 
ENSAT56 44.1049 97.8958 . 
8690 . 9669 
ENSAT57 44.0802 95.8879 . 
7866 
. 9710 
ENSAT58 44.0556 95.9907 . 
9127 
. 
9650 
ENSAT59 43.8704 96.0141 -9670 . 
8648 
ENSAT60 43.8333 94.8602 . 
8962 . 
9656 
ENSAT61 43.9753 95.5398 . 
9213 . 9646 
ENSAT62 43.9198 94.3476 . 
8731 . 
9668 
Reliability Coefficient Alpha =- 0.9703 
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6.3.2. Data Reduction Methods 
As already indicated in the previous Section 6.2.2.1. before factor analysis can be 
undertaken various steps need to be considered as a screening process to assess 
whether factor analysis is appropriate. The first step that will be considered is the 
correlation matrix as will be explained in Section 6.3.2.1 - 
6.3.2.1. The Correlation Matrix 
The correlation matrix, as depicted by Table 6.3.2., shows that all the items have quite 
high correlation coefficients. In fact, the lowest correlation is between item 55 and 
item 57 at 0.627. In a bivariate correlation matrix, as illustrated by Table 6.3.2., if the 
absolute values of any correlation of a pair of variables exceeds 0.85 this is an 
indication of bivariate, collinearity and the variables displaying such high collinearity 
between them are just giving redundant information. So in the presence of collinearity 
either one variable, ,, or 
the other, could be included in the analysis as it makes little 
sense to include both of them because they are essentially identical (Kline, 1998, p77- 
78). However, for the purpose of this analysis as some of the correlation coefficients 
just exceed 0.85 but are less than 0.90, none of the items will be dropped at this stage. 
Furthermore, as can be seen below, the Barlett's test of sphericity is also very large 
and the associated sigiiificance level is small. The statistical analysis Will therefore 
proceed to the next step that is the anti-image correlation martrix. 
Table 6.3.2. - Correlation Matrix for Encounter Satisfaction 
ITEMS ENSAT54 ENSAT55 ENSAT56 ENSAT57 ENSAT58 ENSAT59 ENSAT60 
ENSAT54 1 
ENSAT55 0.872 1 
ENSAT56 0.881 0.879 1 
ENSAT57 0.698 0.627 0.644 1 
ENSAT58 0.882 0.82 0.841 0.738 1 
ENSAT59 0.741 0.716 0.73 0.774 0.763 1 
ENSAT60 0.744 0.757 0.759 0.765 0.796 0.891 1 
ENSAT61 0.845 0.824 0.842 0.731 0.929 0.791 0.828 
ENSAT62 0.733 0.719 0.73 0.751 0.803 0.826 0.896 
ITEMS ENSAT61 ENSAT62 
ENSAT61 1 
ENSAT62 0.834 1 
Bartlett's Test of Sphencity = 1994.678. Significance = 0.0000 
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6.3.2.2. The Anti-Image Correlation Matrix 
Similarly, the anti-image correlation matrix, which is not displayed here, does not 
indicate that there are any problems with the indicators of the Encounter Satisfaction 
construct. In fact, the results of the analysis indicate that there is only one correlation 
coefficient that is greater than 0.60,, two coefficients greater than 0.50 and three 
coefficients greater than 0.30. The measures of sampling adequacy (MSA), which are 
displayed on the diagonal of the anti-image correlation matrix and which can be seen 
in Table 6.3.3. below, are all above 0.9. These very large values indicate that factor 
analysis can be undertaken. 
Table 6.3.3. - Measure of Sampling Adequacy (MSA) 
MSA 
ENSAT54 0.923 ENSAT59 0.935 
ENSAT55 0.937 ENSAT60 0.901 
ENSAT56 0.947 ENSAT61 0.925 
ENSAT57 0.968 ENSAT62 0.941 
ENSAT58 0.911 
6.3.2.3. Factor Extraction 
The factor extracfion process with the 9 items resulted in 81% of the variance being 
explained by a one-factor solution as can be seen in Table 6.3.4. below. The 
communalities of all the 9 items are all quite high with the exception of ENSAT57 
with a communality value of 0.682. It should be noted here that as only one factor has 
been extracted then factor rotation becomes totally unnecessary. 
Table 6.3.4. - Factors Extracted 
ITEMS COMMUNALITY FACTORS EIGENVALUE % of Variance Cumulative % 
ENSAT54 0.833 1 7.32 81.335 81.335 
ENSAT55 0.792 
ENSAT56 0.813 
ENSAT57 0.682 
ENSAT58 0.874 
ENSAT59 0.793 
ENSAT60 0.84 
ENSAT61 0.886 
ENSAT62 0.808 
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6.3.2.4. The Reproduced Correlation Matrix 
A visual inspection of the residuals is always necessary since if the residuals are 
unnecessary large than the model does not fit the data well. As has already been 
explained the reproduced correlation matrix, Table 6.3.5. below, is a three in one 
matrix showing the reproduced correlations, the communalities and the residuals all 
together in one matrix. The residuals, which are computed between the observed and 
the reproduced correlations, of the 9 item matrix show that there are 19 residuals, or 
52% of total residuals with absolute values greater than 0.05. 
Table 6.3.5. - The Reproduced Correlation Matrix 
ITEMS ENSAT54 ENSAT55 ENSAT56 ENSAT57 ENSAT58 ENSAT59" 
ENSAT54 
. 833(b) 5.996E-02 5.786E-02 -5.583E-02 2.917E-02 -7.209E-02 
ENSAT55 0.812 
. 
792(b) 7.657E-02 -0.108 -1.239E-02 -7.671 E-02 
ENSAT56 0.823 0.803 . 813(b) -0.1 -2.032E-03 -7.256E-02 
ENSAT57 0.754 0.735 0.745 . 682(b) -3.402E-02 
3.834E-02 
ENSAT58 0.853 0.832 0.843 0.772 . 874(b) -6.886E-02 
ENSAT59 0.813 0.793 0.803 0.735 0.832 . 793(b) 
ENSAT60 0.836 0.816 0.826 0.757 0.857 0.816 
ENSAT61 0.859 0.838 0.849 0.777 1 0.88 1 0.8 8 
ENSAT62 0.82 0.8 0.81 0.742 1 0.84 1 0.8 
ITEMS ENSAT60 ENSAT61 ENSAT62 
ENSAT54 -9.193E-02 - 1.361 E-02 -8.681 E-02 
ENSAT55 -5.834E-02 -1.395E-02 -8.120E-02 
ENSAT56 -6.722E-02 -7.011 E-03 -8.021 E-02 
ENSAT57 8.554E-03 -4.619E-02 8.720E-03 
ENSAT58 -6.071 E-02 4.925E-02 -3.690E-02 
ENSAT59 7.478E-02 -4.674E-02 2.585E-02 
ENSAT60 
. 840(b) -3.460E-02 
7.267E-02 
ENSAT61 0.863 . 
886(b) -1.204E-02 
ENSAT62 0.824 0.846 . 
808(b) 
6.3.2.5. Factor Names 
-ks was identified in the factor extraction Section 6-3.2.33., there is only one factor 
extracted and hence there is no need for a rotated factor solution. The encounter 
satisfaction construct is therefore a single factor construct and its name will be 
retained in this study in line with Bitner and Hubbert (1994) research work. It is made 
up of the 9 items as can be seen below. 
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Encounter satisfaction ENX7 question numbers ENSAT54, ENSAT55,, ENSAT56 
ENSAT57, ENSAT58, ENSAT59. 
ENSAT60, ENSAT61 and 
ENSAT62. 
6.3.2.6. Validity 
Convergent Validity. As described in the methodology Section 4.3.2., Anderson and 
Gerbing (1988) suggest that the best way for assessing convergent validity is by 
determining whether each indicator's estimated coefficient on its construct is 
significant, that is greater than twice its standard error. Table 6.3.6. below, shows the 
results of the confirmatory factor analysis for the measurement model of the 
Encounter Satisfaction construct. As can be clearly seen from the table below, all the 
estimates are very significant and greater than twice their respective standard errors. 
There is therefore evidence of convergent validity. The Lisrel syntax for this 
confirmatory analysis is in Appendix G. 
Table 6.3.6. - Confirmatory Factor Analysis: Encounter Satisfaction 
LISRIEL Estimates (Maximum Likelihood) 
Items Esat 
1.21 
ENSAT54 (0.08) 
14.91 
1.10 
ENSAT55 (0.08) 
14.17 
1.13 
ENSAT56 (0.08) 
14.55 
1.18 
ENSAT57 (0.10) 
11.89 
1.24 
ENSAT59 (0.08) 
15.89 
1.24 
ENSAT60 (0.09) 
14.29 
1.26 
ENSAT61 (0.08) 
16.05 
1.27 
1 EN AT62 (0.09) 
13.95 
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6.4. Construct 3: Involvement 
6.4.1. Descriptive Statistics 
The proposed Involvement model is a higher order construct composed of four lower- 
order factors. It is the third exogenous variable considered in this study and is 
replicated from the work of Jensen, Carlson and Tnpp (1989), who used the scales of 
Lastovicka, and Gardner (1979), to explicate empirically the dimensionality of the 
involvement construct. The original scales developed by both Carlson and Tripp 
(1989) and Lastovicka and Gardner (1979), were designed for tangible products. 
Therefore, these scales had to be adapted for this study to capture the non-tanDble 
services context. The original scales can be seen in Appendix K whilst the adapted 
scales are in the questionnaire Appendix B, starting from question number 67 up to 
question number 87. Furthermore, item 10 defined as "I can protect myself from 
acknowledging some basic truths about myself by using this product") which pertained 
to the original scales of the importance construct was deleted in this study as it could 
not be adapted well enough to capture the services context. In addition, items 80,8 1, 
82,83 and 85 are reversed scored. As can be seen from the baseline model, Section 
5.2. Figure5.2., the Involvement construct is postulated as a four-factor construct 
made up of 21 items as depicted below: 
Importance IMEX8 question numbers INlINV67 - lNffNV75 
Knowledge KNX9 question numbers KNINV76 - KNR,. W80 
Brand preference BPXIO question numbers BPINV81 - BPINV8-3 ) 
Commitment COMM I question numbers COMMW84 - COMINV87 
The first stafisfical analysis that will be carried out is to test the reliability of the 
measuring scale of this construct. The relevant Tables are 6.4.1. (A) and (B) below. 
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Table 6.4.1 - Item-Total Statistics for Involvement 
(A) with 21 items 
ITEMS 
Scale 
Mean 
if Item 
Deleted 
Scale 
Variance 
if Item 
Deleted 
Corrected 
Item- Alpha 
Total if Item 
Deleted Correlabon 
IMINV67 90.6914 249.9290 
. 7382 . 8649 IMINV68 90.5617 247.7881 _ 
. 7916 . 8633 IMINV69 90.6975 249.9638 
. 7702 . 8643 IMINV70 90.8951 245.8958 
. 7783 . 8630 IMINV71 91.1728 245.0010 
. 7376 . 8638 IMINV72 90.8272 241.9824 
. 7738 . 8622 IMINV73 90.6667 245.6894 
. 7421 . 8638 IMINV74 90.9383 241.2260 
. 8223 . 8608 IMINV75 91.0679 242.2376 
. 7580 . 8627 KNINV76 91.3951 244.9858 
. 7130 . 8645 KNINV77 90.5247 257.4062 
. 5345 . 8711 KNINV78 90.1173 260.1911 
. 5803 . 8705 KNINV79 90.4691 260.7599 
. 4844 . 8727 KNINV80 90.3642 266.8293 . 2820 . 8797 BPINV81 92.0988 287.0585 -. 0907 . 8905 BPINV82 89.4198 269.6861 
. 3132 . 8775 BPINV83 89.4321 270.0233 
. 3144 . 8775 
COMINV84 89.7593 274.6187 
. 1780 . 8816 
COMINV85 90.6358 277.9349 . 0938 . 8846 
COMINV86 91.9012 282.3007 . 0042 . 8873 
COMINV87 91.4259 294.3206 -. 2267 . 8947 
Reliability Coefficient Alpha = 0.8784 
(B) with 13 items 
ITEMS 
Scale 
Mean 
if Item 
Deleted 
Scale 
Variance 
if Item 
Deleted 
Corrected 
Item- 
Total 
Correlation 
Alpha 
if Item 
Deleted 
IMINV67 53.7037 197.2533 0.7598 0.9382 
IMINV68 53.5741 195.9231 0.798 0.9372 
IMINV69 53.7099 197.524 0.7862 0.9376 
----- IMINV70 53.9074 193.6746 0.7986 0.9369 ] 
IMINV71 54.1852 191.5183 0.7893 0.9371 
IMINV72 53.8395 190.62 0.7819 0.9374 
IMINV73 53.679 193.946 0.7497 0.9384 
IMINV74 53.9506 189.2895 0.8478 0.9352 
IMINV75 54.0802 189.7513 0.7916 0.9371 
KNINV76 54.4074 192.6901 0.7346 0.939 
KNINV77 53.537 204.8713 0.5288 0.9449 
KNINV78 53.1296 206.598 0.5976 0.9427 
KNINV79 53.4815 207.2823 0.4937 0.9456 
Reliability Coefficient Alpha = 0.9435 
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As can be clearly seen from Table (A) the 'item-to-total' correlation of the items 
KNTW80., BPWV81,, BPINV82,, BPUW83,, COMINV84, COMINV85, COMRqVSb 
and COMMV87 are all extremely low. In addition, the individual Alpha coefficients 
of these items, column 5,, suggest that the overall Alpha coefficient for the whole scale 
could be improved if these items are deleted. Therefore, all these items were 
eliminated and the new 'item-to-total' statistics results can be seen in Table (B). With 
the exception of items KNINV77, KNINV78 and KMNV79 all the other items show 
fairly high 'item-to-total' correlations. The overall reliability Cronbach Alpha has also 
improved from 0.8784, as can be seen in Table (A), to 0.9435 as in Table (B). The 
deleted items asked respondents the following questions: 
item 80 "banks are all alike" 
item 81 "1 have a preference for one or more banks" 
item 82 "1 have no need whatsoever for my bank" 
item 83 "1 am not familiar with my bank" 
item 84 "1 usually go to the same bank" 
item 85 "if I had made a choice to use a bank before actually making a 
commitment, I might easily change my intended choice upon 
receiving unfavourable information" 
item 86 "if I received information that was contrary to my choice of a 
bank I would at all costs keep my choice" 
item 87 "if my preferred bank in this class is not available, it makes 
little difference to me if I chose another bank" 
The above items may be split into three categories each representing their respective 
constructs. In the first instance, item 80 forms part of the knowledge construct. As the 
results are indicating, it is fairly clear from the context of this study that at the 
personal banking level whether banks are all alike, or not, could have been of some 
concern only prior to selecting a bank but not after the choice has been made. The 
next items 81,82, and 83 are all concerned with the brand preference construct. The 
original items were all targeted at identifyino customer reaction at the product class 
category. Once again these are all ex ante important but not ex post, that is after the 
choice has been made. Banking is not similar to tangible goods whereby consumers 
are constantly being enticed to shift to other brands. Once a bank has been selected 
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banking transactions are carried out without any cognitive interference. Finally the 
last four items 84. 
) 85,86 and 87 are all related to the commitment level construct. It is 
fairly evident that these factors are not considered to be of any relevance as the level 
of commitment is only appropriate as long as the bank provides the desired service. 
6.4.2. Data Reduction Methods 
In line with the other previous constructs before factor analysis is carried out, there 
are various steps that need to be considered. These steps Will be undertaken in the 
folloWing sections. 
6.4.2.1. The Correlation Matrix 
The Table 6.4.2. below, depicts the correlation between all the variables of the 
Involvement construct. As can be clearly seen from this table, all the items that are 
being considered to be deleted, namely items KNR-; V80, BPIW8 1, BPINV82, 
BPfW83, CONffNV84,. COMN-V85, COMINV86 and CONIINV87, have all very 
small correlations with the other variables. In fact, out of the total 211 correlation 
coefficients, there are 123 coefficients, or 58%, which have correlations less than 
0.30. However, if the above mentioned 8 items are eliminated from the analysis then 
only I correlation coefficient is less than 0.30. Items with small correlations are 
unlikely to share common factors (Norusis, 1993, p50). The Bartlett's test of 
sphericity is large and the associated significance level is small for both matrices, that 
is with both 21 items and with 13 items respectively. 
Table 6.4.2. - Correlation Matrix for Involvement 
ITEMS IMINV67 IMINV68 IMINV f701 IMINV71 IMINV72 IMINV731 
I 
IMINV741 
IMINV67 1 1 1i IMINV68 0.82 1 
IMINV69 0.734 0.812 1 
IMINV70 0.709 0.774 0.797 
IMINV71 0.645 0.67 0.711 0.785 1 
IMINV72 0.632 0.684 0.605 0.653 0.676 1 
IMINV73 0.534 0.61 0.589 0.636 0.5 '68 1 
IMINV74 0.674 0.682 0.642 0.719 0.719 0.783 0.721 1 
IMINV75 1 0.658 0.612 0.625 0.63 0.678 1 0.711 0.735 0.756 
KNINV76 0.547 0.524 0.535 0.544 0.62 0.544 0.526 0.689 
L KNINV77 0.385 0.388 0.337 0.305 0.278 0.377 0.374 0.449 
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KNINV78 0.362 0.446 0.523 0.463 0.476 0.416 0.441 0.48 
KNINV79 0.314 0.344 0.365 0.344 0.423 0.317 0.373 -b-. 403 
KNINV80 0.213 0.3 0.223 0.235 0.245 0.186 . 218 
0.195 
BPINV81 -0.023 -0.108 -0.012 -0.041 -0.0-2-3-ý 
--0.034 
-0-046 -0.051 
BPINV82 0.232 0.3 0.269 0.268 0.176 0.293 0.335 0.25 
BPINV83 0.308 0.326 0.244 0.293 0.135 0.329 0.234 0.316 
COMINV84 0.093 0.13 0.135 0.115 0.133 0.167 0.129 0.151 
COMINV85 0.063 0.06 0.073 0.017 -0.05 0.065 0.06 0.08 
COMINV86 0.098 0.121 -0.027 -0.012 0.053 0.108 0.052 0.024 
COMINV87 -0.241 -0.186 -0.088 -0.078 -0.217 -0.192 -0.112 -0.144 
ITEMS IMINV75 KNINV76 KNINV77 KNINV78 KNINV79 KNINV80 BPINV81 BPINV821 
IMINV75 1 
KNINV76 0.657 1 
KNINV77 0.434 0.649 1 
KNINV78 0.394 0.501 0.59 1 
KNINV79 0.349 0.467 0.472 0.557 1 
KNINV80 0.163 0.224 0.322 0.299 0.301 1 
BPINV81 -0.014 -0.011 -0.045 -0.161 -0.141 -0.075 1 
BPINV82 0.288 0.168 0.133 0.135 0.089 0.259 -0.214 1 
BPINV83 0.203 0.192 0.198 0.204 0.121 0.211 -0.173 0.425 
COMINV84 0.097 0.047 0.048 0.132 0.202 0.054 -0.01 0.282 
COMINV85 0.044 0.12 0.113 0.094 0.158 -0.105 -0.037 0.071 
COMINV86 0.076 0.109 0.016 -0.084 -0.104 0.016 0.094 -0.076 
COMINV87 -0.191 -0.165 -0.087 -0.069 -0.126 -0.301 0.014 161 
ITEMS BPINV83 COMINV84 COMINV85 COMINV86 COMINV87 
BPINV83 1 
COMINV84 0.09 1 
COMINV85 0.06 0.164 1 
COMINV86 -0.082 0.015 -0.243 1 
COMINV87 -0.146 -0.146 0.283 -0.183 1 
Bartlett's Test of Sphericity = 2049.779. Significance = 0.0000 (21 items) 
Bartlett's Test of Sphencity = 1784.434. Significance = 0.0000 (13 items) 
6.4.2.2. The Anti-Image Correlation Matrix 
The anti-image correlation matrix for the 21 item model and for the 13 3 item model, 
though not depicted in this analysis, indicate that the majonty of the coefficients are 
"I item matrix there are only six coefficients, that are tairly small. In fact in the -II 
greater than 0.4 and three coefficients that are greater than 0.30. tn the 13 Item anti- 
image correlation matrix, there are four coefficients that are greater than 0.4 and four 
30. The measure of sampling adequacy (MSA), coefficients that are greater than 0. ) 
which is depicted by Table 6.4.33. below, clearly shows that the majontv of the items 
have values that are greater than 0.80. There are a few exceptions but these pertain to 
"I Is- 
the items that are to be eliminated. These large values indicate that factor analysis can 
be undertaken. 
Table 6.4.3. - Measure of Sampling Adequacy (MSA) 
MSA 
IMINV67 0.921 KNINV78 0.876 
IMINV68 0.901 KNINV79 0.895 
IMINV69 0.912 KNINV80 0.825 
IMINV70 0.927 BPINV81 0.481 
IMINV71 0.877 BPINV82 0.766 
IMINV72 0.911 BPINV83 0.793 
IMINV73 0.897 COMINV84 0.609 
IMINV74 0.945 COMINV85 0.483 
IMINV75 0.931 COMINV86 0.427 
KNINV76 0.878 COMINV87, 0.661 
KNINV77 0.782 
6.4.2.3. Factor Extraction 
With the previous analysis indicating that factor analysis can be undertaken, the next 
step is to identify the number of factors that need to be extracted. The Tables 6.4.4. 
(A) and (B) illustrate the results of the factor extraction process. 
Table 6.4.4. - (A) Factors Extracted with 21 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE % of Variance 
Cumulative 
% 
IMINV67 0.711 1 8.29 39.477 39.477 
IMINV68 0.77 2 1.679 7.993 47.47 
IMINV69 0.735 3 1.589 7.565 55.035 
IMINV70 0.785 4 1.424 6.782 61.817 
IMINV71 0.726 5 1.087 5.177 66.994 
IMINV72 0.733 
IMINV73 0.646 
IMINV74 0.781 
IMINV75 0.713 
KNINV76 0.689 
KNINV77 0.679 
KNINV78 0.673 
KNINV79 0.652 
KNINV80 0.549 
BPINV81 0.438 
BPINV82 0.678 
BPINV83 0.539 
COMINV84 0.792 
COMINV85 0.646 
18 33 
COMINV86 0.489 
COMINV87 0.646 
(B) Factors Extracted with 13 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE % of 
Variance 
Cumulative 
% 
IMINV67 0.713 1 7.862 60.474 60.474 
IMINV68 0.767 2 1.374 10.57 71.044 
IMINV69 0.732 
IMINV70 0.782 
IMINV71 0.721 
IMINV72 0.714 
IMINV73 0.637 
IMINV74 0.774 
IMINV75 0.697 
KNINV76 0.681 
KNINV77 0.735 
KNINV78 0.67 
KNINV79 0.611 
As can be clearly seen in Table (A) when all the 21 items are considered, this resulted 
in 5 factors extracted whilst in Table (B) when the 8 items, as mentioned in Section 
6.4.1., are not included in the factor extraction analysis, only two factors were 
extracted. However, since the proposed Involvement construct is a four-factor model, 
a four-factor structure was also imposed in the analysis. This analysis, which is not 
depicted in this section, is very similar to the five-factor structure, as can be seen in 
Table (A) but without the fifth-factor. This essentially implies that if the four factor 
solution is considered than the fifth factor that has an eigenvalue greater than one 
would have to be ignored and thereby unnecessary forcing it out of the analysis. The 
communalities in both tables appear to be on the high side but there are two items less 
than 0.50 and two items less than 0.60 in Table (A). All the communality items in the 
second table are greater than 0.60. The percentage of total variance explained by the 
five factor solution is 66% whilst the percentage in the two-factor model is over 71 
Furthermore, the first factor in Table (A) accounts for only 39.5% of the total 
vanance, whilst the first factor of the 13 item model accounts for more than 60% of 
the total variance as can be seen in Table (B). 
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6.4.2.4. The Reproduced Correlation Matrix 
Before proceeding with the factor extraction process it is recommended by Norusis 
(1993, p57) that the residuals should be examined. The reproduced correlation matrix, 
with 13 items Table 6.4.5. below, clearly shows that the residuals are all very small. 
In fact, 35 residuals, or 44% of the total residuals, are greater than 0.05. The 
reproduced correlation matrix with the 21 items, which is not included in this study, 
had 83 residuals,, or 39% of the total residuals, greater than 0.05. These are all 
indications that the factor models reproduced the observed correlations reasonably 
well. 
Table 6.4.5. - The Reproduced Correlation Matrix 
ITEMS IMINV67 IMINV68 IMINV69 IMINV70 IMINV71 IMINV72 IMINV73 
IMINV67 . 713(b) 8.073E-02 1.302E-02 -3.717E-02 -6.846E-02 -8.003E-02 -0.131 
IMINV68 0.739 . 767(b) 6.334E-02 1.748E-04 -7.208E-02 -5.530E-02 -8.119E-02 
IMINV69 0.721 0.749 . 732(b) 4.195E-02 -1.509E-02 -0.118 -9.024E-02 
IMINV70 0.747 0.774 0.755 . 782(b) 3.777E-02 -9.261 
E-02 -5.882E-02 
IMINV71 0.714 0.742 0.726 0.747 . 
721 (b) -4.132E-02 -9.441 E-02 
IMINV72 0.712 0.739 0.723 0.745 0.718 . 714(b) 9.733E-02 
IMINV73 0.664 0.691 0.679 0.695 0.676 0.671 . 637(b) 
IMINV74 0.727 0.757 0.745 0.76 0.743 0.736 0.702 
IMINV75 0.695 0.723 0.71 0.727 0.707 0.702 0.666 
KNINV76 0.552 0.581 0.585 0.575 0.593 0.58 0.581 
KNINV77 0.312 0.336 0.355 0.321 0.373 0.355 0.393 
KNINV78 0.395 0.421 0.434 0.409 0.449 0.433 0.457 
KNINV79 0.302 0.325 0.342 0.312 0.358 0.341 0.374 
ITEMS IMINV74 IMINV75 KNINV76 KNINV77 KNINV78 KNINV79 
IMINV67 -5.257E-02 -3.673E-02 -5.387E-03 7.323E-02 -3.300E-02 1.1 32E-02 
IMINV68 -7.463E-02 -0.111 -5.728E-02 5.169E-02 2.535E-02 1.925E-02 
IMINV69 -0.103 -8.577E-02 -4.979E-02 -1.853E-02 8.857E-02 2.303E-02 
IMINV70 -4.122E-02 -9.697E-02 -3.1 OOE-02 -1.614E-02 5.389E-02 3.250E-02 
IMINV71 -2.376E-02 -2.965E-02 2.731 E-02 -9.526E-02 2.693E-02 6.554E-02 
IMINV72 4.697E-02 8.937E-03 -3.607E-02 2.185E-02 -1.647E-02 -2.448E-02 
IMINV73 1.948E-02 6.883E-02 -5.518E-02 -1.902E-02 -1.615E-02 -9.088E-04 
IMINV74 
. 774(b) 2.171 
E-02 3.448E-02 -8.920E-03 -4.458E-02 -3.1 OOE-02 
IMINV75 0.734 . 
697(b) 4.733E-02 2.089E-02 -8.599E-02 -4.407E-02 
KNINV76 0.654 0.609 . 
681 (b) 1.811 E-02 -0.143 -0.116 
KNINV77 0.458 0.413 0.631 . 
735(b) -0.103 -0.198 
KNINV78 0.525 0.48 0.644 0.692 . 
670(b) -7.700E-02 
KNINV79 0.434 0.393 0.584 0.67 0.634 . 
611 (b) 
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6.4.2.5. The Factor Rotation 
The analysis has so far indicated that the tnvolvement construct is made up of either 
five factors, or two factors, if the items KNINV80, BPINV8 1, BPFNV82, BPfNV8-' 3, 
COMINV84, COMINV85, COMINV86 and COMIW87 are eliminated from the 
analysis, or by four-factors, if the proposed model which is theory driven is also taken 
into consideration. The next step therefore is to identify which items load on which 
factors. As has already been explained in the factor rotation Section 6.2.2.5., if the 
unrotated factor solution, which is not depicted in this study, does not give any 
meaningful structure solution,. then the equamax orthogonal rotation method should be 
used in order to identify more meaningful interpretation of the factors. The Table 
6.4.6. below, is the equamax rotated factor matfix for the fnvolvement construct- This 
rotation process had to be resorted to as an unrotated factor solution did not give any 
meaningful results. 
Table 6.4.6. - Equamax Rotated Factor Matrix for Involvement 
Items (A) With 21 items (B) With 13 items 
FACTOR I FACTOR 2 FACTOR 3 FACTOR 4 FACTOR 1 FACTOR 2 
IMINV67 ". ý: 0.782::,. ý! 0.232 0.159 0.128 0.821 0.197 
_IMINV68 -t, 
'0J8&, , 0.266 0.242 0.112 1 0.847 -ý- 0.221 
IMINV69 0,78a,., 0.283 0.157 -2.736E-02 0.819 0.25 
IMINV70 0.237 0.167 7.849E-03 0.2 
IMINV71 0.331 3.906E-02 0.143 0.275 
IMINV72 0.236 0.203 8.392E-02 '-'ý 0- 0.252 
IMINV73 0.292 0.187 2.203E-02 0,734 0.313 
IMINV74 0.791',, 0.365 0.147 . 074E-02 1 0-795 0.378 IMINV75 G. 773,,,: 0.313 8.692E-02 8.381 E-02 0367.,,, 0.33 
KNINV76 0.546 0ý62 -2.656E-02 5.944E-02 0.518 0.642 
KNINV77 0.19 0.801 3.896E-02 1.090E-02 0.178 0,839 
KNINV78 0.278 0.753 0.133 -8.552E-02 0.298 0.762 
KNINV79 0.156 : '0'1,765 0.127 -8.595E-02 0.186 0-759 
KNINV80 -2.430E-02 0.494 0.353 0.405 Deleted 
BPINV81 0.115 -0.145 -0.47 0.102 Deleted 
BPINV82 0.208 -2.211 E-02 0.789- 7.328E-02 Deleted 
BPINV83 0.211 5.509E-02 0.663 2.299E-02 Deleted 
COMINV84 7.866E-02 4.304E-02 0.431 -5.252E-02 Deleted 
COMINV85 5.585E-02 0.123 0.147 -0.724 Deleted 
COMINV86 0.132 -8.553E-02 -0.255 0.585 Deleted 
COMINV87 -4.215E-02 -0.133 -0.288 -0.715 Deleted 
The factor rotation process with the 21 items resulted in a five-factor solution. 
However, this rotation process did not ield any meaningful structure of the factors. yl =1 
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Therefore, a four factor solution was imposed on the analysis as depicted by Table (A) 
whilst Table (B) is the factor rotation process with the 133 items which resulted in a 
two-factor solution. The replication study by Jensen, Carlson and Tripp (1989), based 
on the scales of Lastovicka, and Gardner (1979) initially resulted in a five-factor 
solution, with the majority of the items loading on the same factors as above, whilst 
Lastovicka and Gardner (1979) identified a three factor solution. However, Jensen. 
Carlson and Tripp (1989) extended the rotation process by obliquely rotating the 
items and a four-factor solution resulted, as mentioned in Section 6.4. and as per the 
proposed Involvement model. However, as was noted in Section 6.4.1. the eliminated 
eight items, which resulted in a two-factor solution, can be explained as not being at 
all relevant for the context of this study. These are the one item from the knowledge 
construct, three items from the brand preference construct and the four items from the 
commitment construct. These were all deleted because of their low reliability as was 
identified in Section 6A. L. Table 6.4.1. (A). Essenfially therefore the two-factor 
structure solution is made up of nine items from the importance construct and four 
items from the knowledge construct. This two-factor solufion, as can be seen in Table 
6.4.6. (B) has very discernible structures and will henceforth be used in this study. 
6.4.2.6. Factor Names 
The two-factor solution is therefore made up of the following items* 
Factor I IMINV67, IMINV68, UVIINV69, EMNV70, IMINV71, 
IMINV72, IMINV73, INlINV74 AND fMINV75. These items are all from 
the importance construct, as mentioned in Section 6.4.1., and are labelled 
as per Jensen, Carlson and Tripp (1989). Hence, this factor name will be 
retained in this study. 
Factor 2 KNfNV76, KNINV77, KNINV-78 and KNTNV79. These items 
are all from the knowledge construct, as mentioned in section 6.4.1., and as 
labelled by Jensen, Carlson and Tripp (1989). Hence, this factor name will 
be retained in this study. 
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6.4.2.7. Validity 
Convergent Validity. As described in the methodology Section 4.3.2- Anderson and 
Gerbing (1988) suggest that the best way for assessing convergent vall Ity I d is by 
determining whether each indicator's estimated coefficient on its construct is 
significant, that is greater than twice its standard error. Table 6.4.7. below, shows the 
results of the confirmatory factor analysis for the Involvement measurement model. 
As can be clearly seen, all the estimates are very significant and greater than twice 
their respective standard errors. There is therefore evidence of convergent validity. 
The Lisrel syntax for this confirmatory analysis is in Appendix G. 
Table 6.4.7. - Confirmatory Factor Analysis: Involvement 
LISREL Estimates (Maximum Likelihood) 
Items Importance Knowledge 
1.15 
IMINV67 (0.09) 
12.51 
1.20 
IMINV68 (0.09) 
13.44 
1.13 
IMINV69 (0.09) 
12.97 
1.29 
IMINV70 (0.09) 
13.61 
1.33 
IMINV71 (0.10) 
12.75 
1.36 
IMINV72 (0.11) 
12.56 
1.21 
IMINV73 (0.11) 
11.44 
1.37 
IMINV74 (0.10) 
13.52 
1.35 
IMINV75 (0.11) 
12.24 
1.36 
KNINV76 (0.11) 
11.88 
1.09 
KNINV77 (0.11) 
10.38 
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0.87 
KNINV78 (0.09) 
9.73 
0.87 
KNINV79 (0.11) 
8.21 
Discriminant Validity. The discriminant validity analysis, as was descnbed in the 
methodology Section 4.3.2., will now be conduýted along the lines suggested by both 
Anderson and Gerbing (1988) and Joreskog (1971). The Table 6.4.8. below depict the 
results of the confirmatory factor analysis with both the constrained and unconstrained 
models. As can be clearly seen the unconstrained model, that is with the factors 
allowed to correlate with one another resulted in a chi-square of 33333.36, whilst the 
constrained models, PH (2,1) with factors Importance and Knowledge constrained to 
have a correlation estimate of 1.00, resulted in a chi-square coefficient of 425.70. 
According to Bagozzi and Phillips (1982, p476) discriminant validity is achieved if 
the unconstrained model has a significantly lower chi-square than the constrained 
models. Furthermore, the difference in chi-square between the constrained and 
unconstrained models is equal to 92.34 with one degree of freedom. This is significant 
which is further evidence that the two factors do not measure the same trait. 
Discriminant validity is therefore achieved. 
Table 6.4.8. - Discriminant Analysis 
ý=1 x2 df 
Unconstrained 333.36 64 
Constrained PH (2,1) 425.70 65 
6.5. Construct 4: Service Quality 
6.5.1. Descriptive Statistics 
The proposed Service Quality model is a higher-order construct composed of three 
lower-order factors. It is the first endogenous variable considered in this study and is 
replicated from the works of Parasuraman, Zeithaml and Berry (1985,1988 and 
1994). As can be seen from the baseline model, Section 5.2. Figure 5.2., this construct 
is made up of three factors with a total of 21 items. The Service Quality instrumentý or 
SERVQUAL as it is better known in the service quality literature, has evolved 1rom a 
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22-itern to a21 -item five-factor scale and fairly recently into a three-factor 21 -item 
scale. The three-factor Service Quality construct together with the respective Items Is 
defined hereunder: 
Reliability RLYI question numbers RLSQ33 to RSSQ-38 
Responsiveness/assurance/empathy RAEY2 question numbers RSSQ39 to EMSQ48 
Tangibles TNY3 question numbers EMSQ49 to TNSQ5-3 
The reliability tests, that establish the relationship between the scale and the items in a 
questionnaire, can be seen in Tables 6.5.1. (A) and (B) below. 
Table 6.5.1. - Item-Total Statistics for Service Quality 
(A) with 21 items 
ITEMS 
Scale 
Mean 
if Item 
Deleted 
Scale 
Variance 
if Item 
Delete 
Corrected 
Item- 
Total 
Correlation 
Alpha 
if Item 
Deleted 
RLSQ33 43.8333 44.7236 0.4714 0.9093 
RLSQ34 43.784 44.5928 0.493 0.9089 
RLSQ35 43.7901 44.4029 0.5141 0.9085 
RLSQ36 43.7593 43.2398 0.622 0.906 
RSSQ37 43.858 43.1288 0.5585 0.9075 
RSSQ38 43.8148 42.7854 0.6069 0.9063 
RSSQ39 43.5679 42.6693 0.644 0.9054 
RSSQ40 43.7099 42.5302 0.6602 0.905 
ASSQ41 43.7963 42.8837 0.631 0.9057 
ASSQ42 43.6975 43.8769 0.589 0.907 
ASSQ43 43.6296 43.7005 0.5599 0.9074 
ASSQ44 43.7346 42.4571 0.6727 0.9047 
EMSQ45 43.5617 42.9806 0.5988 0.9065 
EMSQ46 43.6667 43.1801 0.6126 0.9062 
EMSQ47 43.9136 42.7999 0.6582 0.9051 
EMSQ48 43.7716 42.8854 0.6392 0.9055 
EMSQ49 43.9506 44.4323 0.343 0.9135 
TNSQ5O 43.679 44.1448 0.445 0.9102 
TNSQ51 43.7469 44.9728 0.3418 0.9125 
TNSQ52 43.6543 43.9543 0.5335 0.908 
TNSQ53 43.7222 45.1584 0.3501 0.9119 
Reliability Coefficient Alpha = 0.9117 
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(B) with 15 items 
ITEMS 
Scale Scale 
Mean Variance 
if Item if Item 
Deleted Delete 
Corrected Alpha Item- if Item Total 
i Deleted Correlation I 
RLSQ35 30.9136 28.4273 0.4871 0.9134 
RLSQ36 30.8827 27.3588 0.6239 0.9093 
RSSQ37 30.9815 27.2978 0.5533 0.9118 
RSSQ38 30.9383 26.903 0.6235 0.9093 
RSSQ39 30.6914 26.7613 0.671 0.9076 
RSSQ40 30.8333 26.7484 0.6698 0.9077 
ASSQ41 30.9198 26.9935 0.6473 0.9085 
ASSQ42 30.821 27.8622 0.5928 0.9104 
ASSQ43 30.7531 27.6405 0.5776 0.9107 
ASSQ" 30.858 26.6443 0.6909 0.9069 
EMSQ45 30.6852 26.9997 0.6265 0.9092 
EMSQ46 30.7901 27.1731 0.64 0.9087 
EMSQ47 31.037 26.9551 0.6702 0.9077 
EMSQ48 30.8951 26.8026 0.6917 0.907 
TNSQ52 30.7778 28.2236 0.4779 0.9138 
Reliability Coefficient Alpha = 0.9150 
Table (A) clearly shows that the 'item to total' correlation of the items RLSQ33, 
RLSQ34, EMSQ49, TNSQ50, TNSQ51, and TNSQ53 are a bit low. In addition, the 
'Alpha if item is deleted', last column, clearly indicates that the overall Alpha 
coefficient can be improved if these items are deleted. In fact, the deleted items 
resulted in a slightly improved overall Alpha coefficient from 0.9117 to 0.9150 as can 
be seen in Table 6.5. L(B). The deleted items form part of the reliability and tangibles 
construct and are made up of the following questions, 
RL S Q33 "my bank provides services as promised" 
RLSQ34 "my bank is dependable in handling customer's service 
problems" 
EMSQ49 "my bank has convenient business hours 71 
TNSQ50 "my bank has modem equipment" 
TNSQ51 "my bank has visually appealing facilities"' 
TNSQ5-3 my bank has visually appealing materials associated with the 
service 
As is evidenced from the above items, the majonty of these questions are related to 
the tangible characteristics, as the name of the construct implies, of the bank. 
These 
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questions are very relevant and appropriate for day to day personal banking Involvin'! 
customers at the individual level. However, from the responses received to this 
questionnaire it seems that bank customers pay little attention to the visible 
characteristics, or tangibles, of their banks. Hence, these items seem to have very little 
relevance, or significance, to banking at the personal banking level as the results are 
indicating. In addition, it seems that the two reliability items are too conceptually 
driven to be of any relevance to the individual bank client who makes use of banking 
services on a routine bases. 
6.5.2. Data Reduction Methods 
In line with the analyses of the previous constructs, the next sections will consider the 
various screening tests that are necessary prior to proceeding with the two data 
reduction methods of principal component and factor analysis. 
6.5.2.1. The Correlation Matrix 
A visual inspection of the correlation matrix Table 6.5.2 shows that quite a good 
number of correlations are less than 0.30. As was indicated in the previous sections, 
when the correlations between the variables are small, it is unlikely that the variables 
will share common factors. In fact, there are 41% correlation coefficients that have 
correlations less than 0.30 if all the items are considered. However, if the six items 
that have low reliability coefficients are deleted, that is items RLSQ33, RLSQ34, 
EMSQ49, TNSQ50, TNSQ5 1, and TNSQ53, then the percentage of the total 
correlations with coefficients less than 0.30 will decrease to only 10%. This means 
that 90% of the coefficients will have correlations greater than 0.30 if the above 
mentioned six items are eliminated. The Barlett's test of SphencitY is large In both 
instances (with 221 and 15 items) with the corresponding associated significance levels 
low. 
Table 6.5.2. - Correlation Matrix for Service Quality 
ITEMS RLSQ33 RLSQ34 RLSQ35 RLSQ36 RSSQ37 RSSQ38 RSSQ39 
RLSQ33 1 
RLSQ34 0.396 1 
RLSQ35 0.42 0.359 1 
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RLSQ36 0.488 0.402 0.573 
RSSQ37 0.424 0.343 0.25 0.432 1 
RSSQ38 0.365 0.321 0.429 0.488 0.52 
RSSQ39 0.447 0.425 0.403 0.484 0.464 0.582 1 
RSSQ40 0.428 0.41 0.339 0.481 0.456 0.429 0.649 
ASSQ41 0.306 0.28 0.325 0.462 0.303 0.379 0.363 
ASSQ42 0.231 0.402 0.319 0.402 0.33 0.404 0.43 
ASSQ43 0.209 0.327 0.379 0.37 0.28 0.364 0.312 
ASSQ44 0.252 0.262 0.307 0.456 0.35 0.403 0.436 
EMS045 0.327 0.374 0.216 0.337 0.353 0.397 0.487 
EMSQ46 0.29 0.263 0.385 0.357 0.361 0.365 0.463 
EMSQ47 0.358 0.33 0.277 0.351 0.45 0.411 0.448 
EMSQ48 0.276 0.245 0.339 0.348 0.358 0.469 0.533 
EMSQ49 0.047 0.255 0.23 0.189 0.131 0.229 0.117 
TNSQ50 0.187 0.257 0.235 0.265 0.328 0.223 0.227 
TNSQ51 0.073 0.085 0.159 0.122 0.164 0.158 0.155 
TNSQ52 0.224 0.192 0.144 0.393 0.338 0.259 0.243 
TNSQ53 0.017 0.077 0.183 0.139 0.111 0.102 0.076 
ITEMS RSSQ40 ASSQ41 ASSQ42 ASSQ43 ASSQ" EMSQ45 EMSQ46 
RSSQ40 1 
ASSQ41 0.421 1 
ASSQ42 0-415 0.548 1 
ASSQ43 0.412 0.597 - 0.432 1 
ASSQ44 0.425 0.586 0.549 0.458 1 
EMSQ45 0.532 0.436 0.357 0.407 0.524 1 
EMSQ46 0.443 0.389 0.284 0.458 0.485 0.575 1 
EMSQ47 0.512 0.472 0.406 0.346 0.496 0.505 0.584 
EMSQ48 0.486 0.466 0.463 0.408 0.597 0.49 0.536 
EMSQ49 0.191 0.26 0.231 0.27 0.223 0.215 0.136 
TNSQ50 0.261 0.279 0.28 0.137 0.356 0.128 0.202 
TNSQ51 0.16 0.156 0.138 0.126 0.194 0.075 0.144 
TNSQ52 0.292 0.406 0.288 0.286 0.442 0.279 0.357 
TNSQ53 0.176 0.158 0.176 0.177 0.235 0.175 0.287 
ITEMS EMSQ47 EMSQ48 EMSQ49 TNSQ50 TNSQ5I TNSQ52 TNSQ53 
EMSQ47 1 
EMSQ48 0.598 1 
EMSQ49 0.173 0.162 1 
TNSQ50 0.281 0.125 0.295 1 
TNSQ5I 0.21 0.123 0.366 0.532 1 
TNSQ52 0.442 0.408 0.182 0.436 0.425 1 
TNSQ53 0.226 0.228 1 0.324 0.387 1 0.596 0.388 1 
Bartlett's test of Sphericity = 1560.701. Significance = 0.0000 (21 items) 
Bartlett's test of Sphericity = 1150.473. Significance = 0.0000 (15 items) 
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6.5.2.2. The Anti-Image Correlation Matrix 
The anti-image correlations are all fairly small. If the items share common factors 
then it is expected that the partial correlations would be small. In fact, an analysis for 
the 21 item anti-image correlation matrix was computed and it resulted that there is 
only one coefficient that is greater than 0.40, and three coefficients greater than 0.30. 
The measure of sampling adequacy (MSA) for the 21 item model is depicted by Table 
6.5.3. below. Practically all the MSA values are greater than 0.80 with the exception 
of the two items, TNSQ51 and TNSQ53, that have low MSA values of 0.737 and 
0.785 respectively. These large measures of the sampling adequacy values indicate 
without any doubt that factor analysis can be undertaken. 
Table 6.5.3. - Measure of Sampling Adequacy (MSA) 
MSA 
RLSQ33 0.911 RSSQ40 0.919 EMSQ47 0.922 
RLSQ34 0.888 ASSQ41 0.904 EMSQ48 0.896 
RLSQ35 0.831 ASSQ42 0.925 EMSQ49 0.858 
RLSQ36 0.881 ASSQ43 0.874 TNSQ5O 0.818 
RSSQ37 0.921 ASSQ44 0.916 TNSQ51 0.737 
RSSQ38 0.919 EMSQ45 0.907 TNSQ52 0.87 
RSSQ39 0.891 EMSQ46 0.884 TNSQ53 0.785 
6.5.2.3. Factor Extraction 
The factor extraction process is undertaken with the criteria as was discussed in 
Section 6.2.2.3. With the guidelines of these criteria, the results of the factor 
extraction process are given in Tables 6.5.4. (A) and (B). 
Table 6.5.4 - (A) Factors Extracted with 21 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE. 
11 of YO 
Variance 
Cumulative 
% 
RLSQ33 0.594 1 7.884 37.542 37.542 
RLSQ34 0.479 2 2.075 9.88 47.422 
RLSQ35 0.551 3 1.393 6.631 54.054 
RLSQ36 0.608 4 1.16 5.522 59.576 
RSSQ37 0.549 
RSSQ38 0.512 
RSSQ39 0.645 
RSSQ40 0.573 
ASSQ41 0.646 
ASSQ42 0.535 
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ASSQ43 0.634 
ASSQ" 0.64 
Ag EMSQ45 0.569 
EMSQ46 0.584 
EMSQ47 0.646 
EMSQ48 0.661 
EMSQ49 0.527 
TNSQ50 0.618 
TNSQ51 0.749 
TNSQ52 0.56 
TNSQ53 0.63 
(B) Factors Extracted with 15 items 
ITEMS COMMUNALITY FACTORS EIGENVALUE % of Variance Cumulative % 
RLSQ35 0.666 1 6.887 45.915 45.915 
RLSQ36 0.669 2 1.181 7.871 53.786 
RSSQ37 0.513 3 1.069 7.127 60.914 
RSSQ38 0.617 
RSSQ39 0.707 
RSSQ40 0.601 
ASSQ41 0.731 
ASSQ42 0.536 
ASSQ43 0.587 
ASSQ" 0.662 
EMSQ45 0.592 
EMSQ46 0.566 
EMSQ47 0.662 
EMSQ48 0.615 
TNSQ52 0.412 
When all the 21 items are considered in the analysis, a four-factor solution was 
identified as can be seen from Table (A). However, when items 3 3,34,49,50,5 1, and 
53 are deleted the four-factor solution is reduced to three factors, as can be seen in 
Table (B). The cumulative percentage variances of the two solutions are 59.6% and 
60.9% respectively. The three factor solution is exactly in line with the proposed 
Service Quality model. Turning back to both Tables (A) and (B), the communalities in 
Table (B) tend to be just above the communalities as depicted in Table (B). 
6.5.2.4. The Reproduced Correlation Matrix 
The reproduced correlation matrix for the 21 item four-factor model. which is not 
depicted in this analysis, resulted with fairly small residuals. In fact, '339%, or 82 
residuals, had values greater than 0.05. However, in the case of the two-factor model 
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as can be seen in Table 6.5.5. below that is with I items 34,49,50,5 1, and 53 
deleted, the residuals with values greater than 0.05 are only 5 1, or 48% of the total 
residuals. The diagonal of the reproduced correlation matrix show the communalifies 
of the respective factor models. These communalities are reproduced from the 
principal component analysis and as already indicated in the previous Section 6.5.2.33., 
these tend to be a bit on the low side for both the four-factor structure but in particular 
for the three-factor structure 15 items model. 
Table 6.5.5. - The Reproduced Correlation Matrix 
ITEMS RLSQ35 RLSQ36 RSSQ37 RSSQ38 RSSQ39 RSSQ40 ASSQ41 ASSQ42 
RLSQ35 
. 666(b) -7.555E-02 -0.109 -0.111 -6.873E-02 -5.749E-02 -7.492E-02 -0.116 
RLSQ36 0.649 
. 669(b) 1.003E-03 -9.798E-02 -6.194E-02 -7.831 E-03 -2.71 OE-02 -9.985E-02 
RSSQ37 0.359 0.431 
. 
513(b) -1.062E-02 -0.136 -8.833E-02 4.759E-02 3.771 E-02 
RSSQ38 0.54 0.586 0.53 
. 617(b) -5.897E-02 1.188E-02 4.182E-02 6.319E-02 RSSQ39 0.472 0.546 0.599 0.641 . 707(b) 1.1 88E-02 4.182E-02 6.319E-02 RSSQ40 0.396 0.489 0.545 0.569 0.637 . 601 (b) 3.790E-02 2.264E-02 ASSQ41 0.4 0.49 0.256 0.352 0.322 0.383 . 731 (b) -6.305E-02 ASSQ42 0.435 0.501 0.292 0.394 0.367 0.392 0.611 . 536(b) ASSQ43 0.413 0.482 0.244 0.349 0.311 0.353 0.65 0.556 
ASSQ44 0.32 0.439 0.347 0.388 0.411 0.467 0.662 0.557 
EMSQ45 0.183 0.318 0.453 0.412 0.51 0.533 0.424 0.374 
EMSQ46, 0.223 0.351 0.451 0.428 0.513 0.533 0.444 0.395 
EMSQ47 0.184 0.329 0.466 0.423 0.524 0.554 0.46 0.401 
EMSQ48 0.269 0.399 0.451 0.446 0.518 0.546 0.522 0.458 
, TNSQ52 0.132 0.242 0.238 0.23 0.27 0.333 0.482 0.386 
ITEMS ASSQ43 ASSQ44 EMSQ45 EMSQ46 EMSQ47 EMSQ48 TNSQ52 
RLSQ35 -3.453E-02 -1.291 E-02 3.337E-02 0.162 9.283E-02 7.049E-02 1.1 95E-02 
RLSQ36 -0.112 1.728E-02 1.931 E-02 5.944E-03 2.180E-02 -5.111 E-02 0.151 
RSSQ37 4.247E-02 7.566E-03 -9.997E-02 -9.055E-02 -1.647E-02 -9.358E-02 0.1 
RSSQ38 5.804E-04 2.505E-02 -2.208E-02 -5.062E-02 -7.611 E-02 1.524E-02 -2.631 E-02 
RSSQ39 5.804E-04 2.505E-02 -2.208E-02 -5.062E-02 -7.611 E-02 1.524E-02 -2.631 E-02 
RSSQ40 5.874E-02 -4.169E-02 -1.243E-03 -9.027E-02 -4.223E-02 -5.959E-02 -4.050E-02 
ASSQ41 -5.339E-02 -7.628E-02 1.256E-02 -5.509E-02 1.173E-02 -5.607E-02 -7.588E-02 
ASSQ42 -0.123 -7.847E-03 -1.729E-02 -0.112 4.733E-03 4.849E-03 -9.741 E-02 
ASSQ43 
. 587(b) -0.12 4.883E-02 7.677E-02 -4.223E-02 -4.373E-02 -0.121 
ASSQ44 0.579 
. 662(b) -5.719E-03 -5.049E-02 -7.321 
E-02 3.760E-03 -6.409E-02 
EMSQ45 0.358 0.53 
. 592(b) -2.253E-03 -0.121 -0-102 -0-154 
EMSQ46 0.381 0.535 0.577 . 
566(b) -2.523E-02 -4.913E-02 -7.053E-02 
EMSQ47 0.388 0.569 0.626 0.61 . 662(b) -2.958E-02 -2.431 
E-02 
EMSQ48 0.452 0.593 0.592 0.585 0.627 . 
615(b) -5.764E-02 
TNSQ52 0.407 0.506 0.433 0.428 0.466 0.466 . 412(b) 
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6.5.2.5. The Factor Rotation 
The principal component analysis has so far indicated that the Semce Quality 
construct is made up of either four factors, or three factors if the five items SQ-33, RI 33 
RLSQ34, EMSQ49, TNSQ50, TNSQ51, and TNSQ53 are eliminated. The next step 
therefore is to identify which items load on which factor if all the options are taken 
into consideration. As in the previous instances concerning the other constructs, the 
unrotated solutions did not give any clear indication of the factor structure. The 
rotated solution for the 21 items model resulted in a four factor structure. However, 
this four-factor structure did not give any meaningful results. Hence, a three-factor 
solution was imposed on both the 21 and 15 item models. The results, are very 
similar, can be seen in Table 6.5.6. (A) and (B) respectively hereunder. The imposed 
three-factor 21-itern model, Table (A), resulted in the same factor structure as in the 
studies by Parasuraman, Zeithaml and Ben-y (1985,1988 and 1994) with the 
exception of items RSSQ39 and RSSQ40 which loaded on factor 2 instead of factorl. 
Due to the similarity of the results of the two models, these two items were therefore 
not considered in the 15-item model as can be seen in Table (B), whilst item TNSQ50 
was retained due to the very high loading of this item. This study will therefore 
consider the three-factor model With the 16-items as can be seen hereunder. 
Table 6.5.6. - Equamax Rotated Factor Matrix for Service Quality 
It (A) With 21 items (B) With 16 items ems FACTOR1 FACTOR 2 FACTOR 3 FACTOR 1 FACTOR 2 FACTOR 3 
RLSQ33 0.12 0338' 1.046E-02 Deleted 
RLSQ34 0.165 0.635 0.121 Deleted 
RLSQ35 0.154 0.642 0.183 9.45E-02 G. 731' 0.127 
RLSQ36 0.273 0.699, 0.175 0.158 0-706- 0.35 
RSSQ37 0.283 0.5n: 0.173 0.213 0.551 0.334 
RSSQ38 0.366 0.604'.:, 0.115 0.29 0.711 0.144 
RSSQ39 0.435 0.648 3.587E-02 0.433 0.689 6.05E-02 
RSSQ40 0.491 0.548 0.117 0.5 0.545 0.151 
ASSQ41 0.657 0.2-155 0.207 0.546 0.215 0.476 
ASSQ42 0-53-. 0.34 0.19 0.416 0.334 0.399 
ASSQ43 0.61 0.233 0.139 0.559 0.263 0.226 
ASSQ44 0.723 0.21 0.258 0.599 0.213 0.497 
EMSQ45 0.6194 0.276 3.458E-02 0,758 0.239 6.44E-02 
EMSQ46 0.685 0.232 0.147 0.689 0.273 0.154 
EMSQ47 0,663 0.286 0.209 0.649 0.23 0.342 
EMSQ48 0.766 0.223 9.968E-02 0.723 0.283 0.19 
EMSQ49 0.112 0.143 0.537 Deleted 
TNSQ50 3.271 E-02 0.277 0-7n -0.11 0.214 0-8w 
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TNSQ51 -3.218E-03 4.397E-02 0.856 Deleted 
TNSQ52 0.416 0.113 0.561 0.284 3.73E-02 0.756 
TNSQ53 0.18 -8.657E-02 0.765 Deleted 
6.5.2.6. Factor Names 
The three-factor solution is therefore made up of the following items, 
Factor I ASSQ41, ASSQ42, ASSQ43, ASSQ44, EMSQ45, EMSQ46, 
EMSQ47 and EMSQ48. The items are from the responsiveness, 
assurance and empathy factor and hence, the abbreviated factor name 
RAE will be retained in this study. 
Factor 2 RLSQ35, RLSQ36, RSSQ37 and RSSQ38. These items are 
from the reliability factor and hence the abbreviated factor name, RL, 
will be retained. 
Factor 3 TNSQ50 and TNSQ52. These two items are from the 
tangibles factor and hence the abbrevaited factor name, TN, will be 
retained. 
6.5.2.7. Validity 
Convergent Validity. As described in the methodology Section 4.3.2., Anderson and 
Gerbing (1988) suggest that the best way of assessing convergent validity is by 
determining whether each indicator's estimated coefficient on its construct is 
significant- that is greater than twice its standard error. Table 6.5.7. below, shows the 
results of the confirmatory factor analysis for the measurement model of the Service 
Quality construct.. As can be clearly noted, all the estimates are very significant and 
areater than twice C) their respective standard errors. 
This is therefore evidence of 
convergent validity of this construct. The Lisrel syntax for this confinnatory analysis 
is in Appendix G. 
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Table 6.5.7. - Confirmatory Factor Analysis: Service Quality 
LISREL Estimates (Maximum Likelihood) 
ITEMS RL RAE TN 
0.29 
RLSQ35 (0.04) 
7.79 
0.40 
RLSQ36 (0.04) 
10.06 
0.37 
RLSQ37 (0.05) 
7.88 
0.42 
RLSQ38 (0.04) 
9.50 
0.40 
ASSQ41 (0.04) 
10.07 
0.30 
ASSQ42 (0.04) 
8.54 
0.33 
ASSQ43 (0.04) 
8.41 
0.45 
ASSQ44 (0.04) 
11.24 
0.38 
EMSQ45 (0.04) 
9.07 
0.37 
EMSQ46 (0.04) 
9.36 
0.39 
EMSQ47 (0.04) 
9.98 
0.41 
EMSQ48 (0.04) 
10.51 
0.31 
TNSQ50 (0.05) 
6.04 
0.41 
TNSQ52 (0.05) 
7.99 
Discriminant I alidity. Similarly, it was also described in the methodology Section 
4.33.2., that both Anderson and Gerbing (1988) and Joreskog (1971) suggest that an ZD 
effect and necessary way of assessing discriminant validity is by constraining the 
estimated correlation parameter (the phi) between two factors to 1.0 and then 
performing a chi-square difference test on the values obtained for the constrained and 
unconstrained models. The Table 6.5.8. below shows the results of the confirmatory 
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factor analysis with both the constrained and unconstrained models. As can be clearly 
seen the unconstrained model, that is with the factors allowed to correlate . kith one 
another resulted in a chi-square of 168.433, whilst the constrained models, PH (2,1 ) 
and PH(3, I) with factors RAE and RL and RAE and TIN respectively constrained to 
have a correlation estimate of 1.00, resulted in chi-square coefficients of '04.52 and 
183.58 respectively. According to Bagozzi and Phillips (1982, p476) discnminant 
validity is achieved if the unconstrained model has a significantly lower chi-square 
than the constrained models. Furthermore, the difference in chi-square between the 
constrained and unconstrained models is equal to 36.09 and 15.15 respeavely with 
one degree of freedom. These are both significant providing further evidence that the 
two factors do not measure the same trait. Discriminant validity is therefore achieved. 
Table 6.5.8. - Discriminant Analysis 
ý=I x2 Df 
Unconstrained 168.43 74 
Constrained PH (2,1) 204.52 75 
Constrained PH (3,1) 183.58 75 
6.6. Construct 5: Overall Satisfaction 
6.6.1. Descriptive Statistics 
The Overall Satisfaction model is a single factor construct and is the second 
endogenous variable considered in this study. The construct is replicated from the 
work of Bitner and Hubbert (1994) and as can be seen from the baseline model, 
Section 5.2. Figure5.2., it is made up of 4 items as can be seen below: 
Overall satisfaction OVY4 question numbers OVSAT63 - OVSAT66- 
The Table 6.6.1. below, describes the 'item to total' correlation statistics for the 
Overall Satisfaction construct. As can be seen from this table, all the items to total 
correlations of the individual indicator variables are very high with the lowest 
correlation coefficient being 0.8749 for the OVSAT65 indicator. Consequently, no 
items will be deleted from this constiuct. The reliability coefficient Cronbach's Alpha, 
which assesses the internal consistency of the entire scale, is also very high at 0.9615 
diereby establishing the reliability of the measunng instrument. 
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Table 6.6.1. - Item-Total Statistics for Overall Satisfaction 
Scale Scale Corrected 
ITEMS Mean Variance 
Alpha Item- 
if Item if Item Total if Item 
Deleted Deleted Correlation Deleted 
OVSAT63 16.5926 9.8703 0.9075 0.9493 
OVSAT64 16.6296 9.3278 0.9392 0.939 
OVSAT65 16.5679 9.4519 0.8749 0.9584 
OVSAT66 16.4877 9.307 0.902 0.9503 
Reliability Coefficient Alpha = 0.9615 
6.6.2. Data Reduction Methods 
As already indicated in the previous Section 6.2.2., before factor analysis can be 
undertaken various steps need to be considered as a screening process to assess 
whether factor analysis is appropriate. The first step that will be considered is the 
correlation matrix as will be explained in Section 6.6.2.1. 
6.6.2.1. The Correlation Matrix 
The correlation matfix Table 6.6.2. below, shows that all the items have very high 
correlation coefficients. fn fact, whilst the lowest correlation is between item 63 and 
item 65 at 0.8 11 the correlation between OVSAT63 and OVSAT64, and OVSAT64 
and OVSAT66 have correlation coefficients greater than 0.85. These excessive 
correlation coefficients are an indication of bivariate collinearity. Collinearity is a 
major source of problems in multivariate analyses and hence should be addressed at 
this stage. As Kline (1998, p77-78) recommends, in the presence of multicollineanty 
either one variable, or the other, could be included in the analysis as it makes little 
sense to include both of them because they are essentially idenfical. Hence item 64 
mav be dropped without any loss of information. The Barlett's test of sphericity is 
also very large and its associated significance level small. The statistical analysis will 
therefore proceed to the next step which is the anti-image correlation matrix. 
"Ol 
Table 6.6.2. - Correlation Matrix for Overall Satisfaction 
ITEMS OVSAT63 OVSAT64 OVSAT65 OVSAT66 
OVSAT63 1 
OVSAT64 0.945 1 
OVSAT65 0.811 0.846 1 
OVSAT66 0.841 0.876_ 0.864 1 
Bartlett"s Test of Sphericity = 830.500. Significance = 0.0000 
6.6.2.2. The Anti-Image Correlation Matrix 
The anti-image correlation matrix analysis, which is not shown in this section, has 
indicated that there is one anti-image correlation estimate that is larger than 0.30 and 
one estimate that is larger than 0.40. The rest of the estimates are small. The measure 
of sampling adequacy (MSA), which is displayed by Table 6.6.3. hereunder, shows 
that all the values are above 0.70. 
Table 6.6.3. - Measure of Sampling Adequacy (MSA) 
MSA 
OVSAT63 0.788 
OVSAT64 0.764 
OVSAT65 0.887 
OVSAT66 0.875 
6.6.2.3. Factor Extraction 
The factor extraction process resulted in a one factor solution, as can be seen from 
Table 6.6.4. below, resulting in over 89% of the variance being explained by this 
fI actor. The communalities of the items are all extremely very high above 0.85. In the 
situation when only one factor is extracted then the factor rotation process becomes 
unnecessary. 
Table 6.6.4. - Factors Extracted 
ITEMS COMMUNALITY FACTORS EIGENVALUE 
'yo of 
Variance Cumulative 
OVSAT63 0.874 1 2.677 89.245 89.245 
OVSAT65 0.891 
OVSAT66 0.912 
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6.6.2.4. The Reproduced Correlation Matrix 
A visual inspection of the residuals, as depicted by Table 6.6.5. hereunder, is always 
necessary because if the residuals are unnecessary large than the model does not fit 
the data well. The residuals which are computed between the observed and the 
reproduced correlations shows that there two residuals with absolute values greater 
than 0.05. 
Table 6.6.5. - The Reproduced Correlation Matrix 
ITEMS OVSAT63 OVSAT65 OVSAT66 
OVSAT63 
. 890(b) -7.38E-02 -3.54E-02 
OVSAT65 0.887 . 884(b) -4.14E-02 
OVSAT66 0.907 0.907 . 925(b) 
6.6.2.5. Factor Names 
As was identified in the factor extraction Section 6.6.2.3., there is only one factor 
extracted and hence there is no need for a rotated factor solution. The overall 
satisfaction construct is therefore a single factor construct and its name will be 
retained in this study in line with Bitner and Hubbert (1994) research work. It is made 
up of the 3 items, as can be seen below, as item 64 was dropped due to collinearity. 
Overall satisfaction OVY4 question numbers OVSAT63, OVSAT65 and 
OVSAT66. 
6.6.2.6. Validity 
("Onvergent Validity. Table 6.6.6-, below, shows the results of the confirmatory factor 
analysis for the measurement model of the Overall Satisfaction construct. As can be 
seen clearly from the table below, all the estimates are very significant and greater 
than twice their respective standard errors. This is therefore evidence of convergent 
validity. The Lisrel syntax for this confirmatory analysis is in Appendix G. 
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Table 6.6.6. - Confirmatory Factor Analysis: Overall Satisfaction 
LISREL Estimates (Maximum Likelihood) 
ITEMS Ovsat 
0.90 
OVSAT63 (0.06) 
14.15 
1.01 
OVSAT65 (0.07) 
14.79 
1.05 
OVSAT66 (0.07) 
15.71 
6.7. Construct 6: Service Loyalty 
6.7.1. Descriptive Statistics 
The proposed Service Loyalty model is the sixth, and last, latent variable construct 
and is the third endogenous variable considered in this study. It is a three-dimensional 
12-items construct consisting of the behavioural, attitudinal and cognitive 
components. The construct is replicated from the work of Gremler (1995) and 
Gremler and Brown (1996) and as can be seen from the baseline model, Section 5.2. 
Figure5.2.,, it is made up of the following three factors: 
Behavioural loyalty BLY5 
Attitudinal loyalty ALY6 
Cognitive loyalty CLY7 
question numbers BL I to BL5 
question numbers AL6 to A-L8 
question numbers CL9 to CL12 
The Table 6.7.1., below, shows the 'item to total' statistics for the Service Loyalty 
constnict. 
Table 6.7.1. - Item-Total Statistics for Service loyalty. 
With 12 items 
Scale Scale Corrected Alpha 
ITEMS Mean Variance Item- if Item if Item if Item Total Deleted Deleted Deleted Correlation 
BLI 57.7654 134.6651 0.7078 0.9115 
131-2 57.2778 135.9286 0.713 0.9116 
131-3 57.9259 133.9448 0.6483 0.9136 
131-4 58.2346 131.7831 0.5373 0.9208 
"04 
BL5 57.679 132.356 0.6913 0.9118 
AL6 57.8457 131.622 0.8014 0.9077 
AU 58.1049 130.5914 0.8113 0.907 
AL8 57.4815 139.1456 0.6983 0.9131 
CL9 57.5309 132.6481 0.7133 0.9109 
CLIO 58.0741 131.3112 0.5199 9225 0. 
CLI 1 57.7284 129.3295 
' 
0.7169 _ . 0.9106 
CL12 57.6914 1 132.724 0.6751 0.9125 
Reliability Coefficient Alpha = 0.9195 
As can be seen from this table, all the 'items to total' correlations of the individual 
indicator variables are fairly high 
6.7.2. Data Reduction Methods 
As already indicated in the previous Section 6.2.2., before factor analysis can be 
undertaken various steps need to be considered as a screening process to assess 
whether factor analysis is appropriate. The first step that will be considered is the 
correlation matrix as will be explained in Section 6.7.2.1. 
6.7.2.1. The Correlation Matrix 
The correlation matrix, Table 6.7.2., shows that all the items have moderately high 
correlation coefficients. In fact, there is only one correlation coefficient that is less 
than 0.330. This is the correlation between CLIO and BL3. Furthermore, as can be seen 
below the Bartlett's test of sphericity is large and the associated respective 
significance level is also small. The statistical analysis will therefore proceed to the 
next step, which is the anti-image correlation matrix. 
Table 6.7.2. - Correlation Matrix for Overall Satisfaction 
ITEMS BLI BL2 BU BL4 BL5 AL6 AU AL8 CL9 CL10 CLII CL12 
BLI 1 
BL2 0.67 1 
BU 0.64 0.6 1 
BL4 0.38 0.42 0.32 1 
BL5 0.6 0.61 0.46 0.53 1 
AL6 0.72 0.64 0.6 0.541 0.68 1 
AU 0.66 0.66 0.67 0.49 0.67 0.77 1 
AL8 0.57 0.57 0.56 0.43 0.52 0.64 1 0.73 
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CL9 1 0.48 0.5 0.52 0.36 0.44 0.54 0.56 0.5 1 
CLIO 0.33 0.34 0.27 0.38 0.39 0.38 0.41 0.3 0.46 1 
CLI 1 0.45 0.49 0.45 0.32 0.43 0.54 0.55 0.5 0.76 0.54 1 
CL1 2 0.42 1 0.42 1 0.4 1 0.35 1 0.38 1 0.53 1 0.5 1 0.5 1 0.7 0.48 0.84 
Bartlett's Test of Sphericity = 1324.249. Significance = 0.0000 (12 items) 
6.7.2.2. The Anti-Image Correlation Matrix 
The anti-image correlation matrix analysis, which is not shown in this section, 
resulted in the majority of the coefficients being small with the excepition of one 
coefficient that is greater than 0.60, two coefficients that are greater than 0.30. The 
measure of sampling adequacy (MSA) coefficients, which are displayed in Table 
6.7.3. hereunder, indicate that all the MSA values are above 0.80. All these indicators 
therefore are eVidence that factor analysis can be undertaken. 
Table 6.7.3. - Measure of Sampling Adequacy (MSA) 
MSA 
BLI 0.9271 AL7 0.921 
BL2 0.9521 AL8 0.943 
BU 0.929 1 CL9 0.944 
BL4 0.919 1 CLIO 0.938 
BL5 0.934 CLI 1 0.835 
AL6 0.935 
1 
CLI 2 0.859 
6.7.2.3. Factor Extraction 
The factor extraction process for the Service Loyalty construct resulted In a two-factor 
solution for the 12 item model as can be seen from Tables 6.7.4. below. 
Table 6.7.4. - Factors Extracted with 12 
items 
ITEMS COMMUNALITY FACTORS EIGENVALUE 
% of 
Variance 
Cumulative 
% 
BLI 0.699 1 6.743 56.192 56.192 
131-2 0.669 2 1.321 11.007 67.199 
131-3 0.585 
131-4 0.378 
131-5 0.636 
AL6 0.773 
AU 0.791 
AL8 0.613 
CL9 0.735 
CLI 0 0.488 
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CLI 1 0.875 
CL12 0.821 
The two-factor solution resulted in over 67% of the variance being explained by these 
two factors. The communalities of the items are all quite high with the exception of 
items BL4 and CLIO. However, as the proposed model suggests that Service Loyalty 
is a three-dimensional construct, then a three-factor solution was imposed on both the 
factor extraction process in the principal component analysis and on the unrotated and 
rotated solutions in factor analysis, Section 6.7.2.5. In the principal component 
analysis, which is not shown in this section, the third factor resulted in a non- 
significant eigenvalue of less than 1 (0.871) and hence the third factor was not 
considered any further. Similarly, the study by Gremler (1995) and Gremler and 
Brown (1996) started with a proposed model of three factors. However, their analyses 
did not reveal a three-factor structure but rather a two-factor solution as the attitudinal 
and behavioural dimensions were not distinguishable. Hence, these two factors 
collapsed into one factor. This is also the case of this study as can be seen in the factor 
rotation Section 6.7.2.5. 
6.7.2.4. The Reproduced Correlation Matrix 
Norusis (1993, p57) recommends that a visual examination must be made of the 
residuals before further analysis is undertaken. The residuals are the difference 
between the observed correlation coefficients and those estimated by the factor model. 
If the residuals are large, then the model does not fit the data well. The reproduced 
correlation matrix can be seen in Table 6.7.5. below. The residuals are all very small 
and there are only 22 residuals, or 3-3% of the total residuals that are greater than 0.05 
for the two-factor 12 item model. Hence as the values of the residuals are small this 
implies that the factor models reproduce the observed correlations reasonably well 
thereby indicating that these models give an adequate descnption of the data. 
Table 6.7.5 - The Reproduced Correlation Matrix 
ITEMS BLI BL2 BU BL4 BLS AL6 AU 
BLI 
. 
782(b) -1.995E-02 4.957E-02 -0.11 -7.898E-02 4.534E-03 -5.671E-02 
BL2 0.771 . 764(b) -2.702E-02 -6.661E-02 -3.842E-02 -1.217E-02 -5.117E-02 
BU 0.744 0.731 . 
710 (b) -0.127 -0.144 -3.135E-02 -1.816E-02 
BL4 0.617 0.606 0.589 . 489(b) 
0.109 -3.280E-02 -8.155E-02 
BL5 0.721 0.715 0.683 0.566 . 
670(b) 1-5.162E-021 -3.704E-021 
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AL6 
_0-816 
0.809 0.774 0.641 0.758 
. 857(b) 4.182E-03 AU 0.792 0.785 0.752 0.623 0.735 0.831 
. 
806(b) 
AL8 0.736 0.734 0.696 0.577 0.688 0.778 0.753 
CL9 0.502 0.538 0.451 0.371 0.517 0.577 0.55 
CLI 1 0.45 0.494 0.397 0.326 0.478 0.532 
-4 0 CL1 2 0.433 0.477 0.381 0.313 0.461 0.513 0.486 
ITEMS AL8 CL9 CLI 1 CL1 2 
AL8 
. 708(b) -2.226E-02 -1.354E-02 -1.105E-02 
CL9 0.558 
. 811 (b) -5.931 E-02 -0.101 CLI 1 0.522 0.854 
. 
912(b) -3.056E-02 
CL1 2 0.505 0.836 0.894 
. 87 
6.7.2.5. The Factor Rotation 
The analysis so far has indicated that the Service Loyalty construct is made up of two 
factors, as identified in section 6.7.2.3., or of three factors according to the proposed 
model. The next step therefore is to identify the items that load on the respective 
factors. The unrotated solutions did not Dve any adequate idea of the factor stiucture 
and hence the rotated solution was resorted tol as can be seen in Table 6.7.6. The 
rotated analysis, with all the 12 items, gave a very clear two factor solution. However, 
an imposed three-factor solution did not give any meaningful loadings of the 
respective factors and hence is not depicted. As has already been referred to in Section 
6.2.2.3., the a priOri crilerion can be used when the researcher already knows the 
number of factors because of prior research work. In fact, the two-factor solution 
results are very similar to Gremler (1995) and Gremler and Brown (1996) study. The 
difference between the two studies is that three items in the first factor did not load 
well for Gremler (1995) and Gremler and Brown (1996) and hence were deleted. All 
items loaded very well in this study and hence will be retained. The two-factor 12 
item model will therefore be used in this research study. 
Table 6.7.6. - Equamax Rotated Factor Matrix for Service Loyalty 
Items With 1: 2 items 
FACTOR I FACTOR 2 
BL1 0.808 0.216 
BL2 0.776 0.258 
BL3 0.723 0.25 
BL4 0.566 0.24 
BLS 0.765 0.225 
AL6 0-814 0.332 
AU 0.82 0.344 
, 08 
AL8 0.715, 0.319 
CL9 0.384 
- - 
0.766 
CL1 0 6 2-22 0.663 
CLI 1 0.295 . 0, 1 M8 
1 CL1 2 0.26-2-- 
T 0.868 
6.7.2.6. Factor Names 
The two-factor solution is therefore made up of the following items, 
Factor I BLI, BL2, BU, BL4, BL5, AL6, AL7 and AL8. The first 
five items are from the behavioural construct whilst the last three items 
are from the attitudinal construct. Gremler (1995) and Gremler and 
Brown (1996) labelled this factor attitudinal partly because the three 
items that did not load well in their study were from the behavioural 
construct. The abbreviated factor narrie Aloy will be used in this study. 
Factor 2 CL9,, CLIO, CLI I and CL12. These four items are all from 
the cognitive construct and hence the abbreviated factor name Cloy will 
be used in this study. 
6.7.2.7. Validity 
Convergent Validity. The Table 6.7.7., below, shows the results of the confirmatory 
factor analysis for the Service Loyalty measurement model. As can be seen clearly 
from this Table, all the estimates are very significant and greater than twice thei I ir 
respective standard errors. Convergent validity is therefore achieved in line with the 
method suggested by Anderson and Gerbing (1988) as described in the methodology 
Section 4.3 3.2. The Lisrel syntax for this confirmatory analysis is in Appendix G. 
Table 6.7.7. - Confirmatory Factor Analysis: Service Loyalty 
LISREL Estimates (Maximum Likelihood) 
Items Aloy Cloy 
1.00 
BU (0.08) 
11.84 
209 
0.92 
BL2 (0.08) 
11.39 
1.02 
BL3 (0.10) 
10.45 
1.01 
BL4 (0.13) 
7.54 
1.07 
BL5 (0.10) 
10.98 
1.13 
AL6 (0.08) 
13.69 
1.18 
AL7 (0.08) 
14.09 
0.78 
AL8 (0.07) 
11.08 
1.10 
CL9 (0.09) 
12.06 
1.06 
CL1 0 (0.14) 
7.64 
1.47 
CL1 1 (0.09) 
15.54 
1.26 
CL1 2 (0.09) 
13.86 
Di, vcriminant Validity. The Table 6.7.8., below, shows the results of the confirmatory 
tI actor analysis with both the constrained and unconstrained models. As can be clearly 
seen, the unconstrained model that is with the factors allowed to correlate with one 
another resulted in a chi-square of 89.04. Whilst, the constrained model, that is with 
the factors Aloy and Cloy, PH (2,1), constrained to have a correlation estimate of 
1.00, resulted in chi-square of 317.01. Discriminant validity is therefore achieved as 
the unconstrained model has a significantly lower chi-square than the constrained 
model. This approach is along the lines suggested bv Anderson and Gerbng (11-188) 
and Joreskog (1971) and as was described in the methodology Section 4.31 I 
Furthermore, the difference in chi-square between the constrained and unconstrained 
models is equal to with one deg-ree of fteedorn. This is very significant which 
is further evidence that the two factors do not measure the same trait. 
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Table 6.7.8. - Discriminant Analysis 
df 
Unconstrained 89.04 53 
Constrained PH (2,1) 317.01 54 
6.8. Summary of Findings 
6.8.1. The Switching Costs Construct 
The proposed Switching Costs six-factor model, replicated from the research work of 
Gremler (1995) and Gremler and Brown (1996), was utilised in this study in a 
personal banking context. However, since the initial six dimensions of the construct 
did not hold for this context, different statistical analyses were conducted to identify 
the dimensionality of the Switching Costs construct. Initial analysis of the 18-items 
measurement scale revealed that 4 of these items had low reliability. When these 
items were eliminated, the resultant 14-item measurement scale resulted in a very 
acceptable Alpha coefficient of 0.9101. The deleted items were all concerned with the 
implications that individual bank clients would have to undergo in the eventuality of 
having to change banks. Since these items were not statistically significant in relation 
to the other items , it may 
be the case that the respondents were not particularly 
concerned with the eventualities of having to change banks. Further analyses were 
then carried out on the total 18 items and on the initial six-factor structures. However, 
these did not yield any meaningful results. Data reduction techniques were therefore 
next employed to identify the factor structure of the 14-Item scale. The data reduction 
analyses revealed that the factor structure of the Switching Costs construct could well 
be three-dimensional. This result is in fact in line with the research work of Gremler 
(1995) and Gremler and Brown (1996). The final analyses conducted determined that 
there was evidence for both convergent and discriminat validity of the three- 
dimensional Switching Costs construct. 
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6.8.2. The Encounter Satisfaction Construct 
The proposed single factor 9-item Encounter Satisfaction construct is replicated from 
the study by Bitner and Hubbert (1994). Initial analyses indicated that the 9-item scale 
was extremely reliable for the personal banking context. In fact, the overall Alpha 
reliability coefficient of the scale was very high at 0.9703. However, further analyses 
on the scale revealed that certain items were highly correlated with the other items. 
This is an indication of bivariate collinearity. In this situation, it is recommended to 
drop the items that are highly correlated with each other, as these are essentially 
identical items. However, since some of the correlation coefficients just exceeded 
0.85 but were less than 0.90., it was decided to retain all the items. The data reduction 
techniques identified a single factor scale. This is in line with theory and the 
hypothesised model. The factor rotation process was unnecessary as the model had 
only one factor. The final analysis conducted determined that there was evidence for 
convergent validity whilst discriminant analysis was not necessary in this case as the 
construct is a single factor construct. 
6.8.3. The Involvement Construct 
The proposed Involvement model is a four factor construct and is replicated from the 
work of Jensen, Carlson and Tripp (1989), who used the scales of Lastovicka and 
Gardner (1979), to explicate empirically the dimensionality of the Involvement 
construct. Whilst the original scales were developed to be used for tangible products, 
these scales were adapted in this study to capture the services context. The initial 
reliability tests performed on the 21 -item scale revealed that 8 of these items had very 
low reliability scores and hence these items were eliminated from the total scale. 
These items were all related to the commitment to one's bank and preferences that 
private individuals have when choosing a bank. In fact, the latter's focus is more of an 
ex ante hence becomes very irrelevant once a choice has been made whilst the 
commitment to one's bank has already been identified in the Switching Costs 
construct as not being a major concern in personal banking. These 8-items were 
3 therefore deleted and the reliability analyses conducted on the 13-item scale revealed 
that the overall Alpha coefficient increased from 0.8784 to 0.9435. Data reduction 
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techniques were therefore next employed to identify the factor structure of these 133 
items, since the additional analyses carried out on the total 21 -item scale and on the 
initial four-factor structure did not yield any meaningful results. The data reduction 
results revealed that the Involvement model could well be a two-factor construct made 
up of the Importance and Knowledge factors. The final analyses were made to 
identify whether the two-factor construct had any convergent and discniminant 
validity and both these were achieved. 
6.8.4. The Service Quality Construct 
The proposed Service Quality model is replicated from the works of Parasuraman. 
Zeitharnl and Berry (1985,1988 and 1994). The instrument has evolved from a 22- 
item to a 21 -item five-factor scale and fairly recently into a three-factor 21 -item scale. 
Initial analyses on the three-factor 21-item scale revealed that four items making up 
the tangibles factor had very low reliability scores. These four items were therefore 
eliminated. Furthermore, two items from the reliability factor had also low reliability 
scores and were eliminated. The resultant 15-item scale had a very acceptable 
reliability coefficient of 0.9150. The eliminated items asked questions relating to the 
reliability and tangible characteristics of the bank. These questions whilst relevant for 
personal banking seem to have very little relevance, or significance., on the 
respondents who participated in this study. Data reduction techniques were therefore 
next employed to identify the factor structure of the 15-item scale. The factor rotation 
resulted in a in a three-factor model. This is in line with the quality literature and the 
proposed model. The final analyses conducted determined that there was evidence for 
both convergent and discriminat validity for the three-dimensional Service Quality 
construct. 
6.8.5. The Overall Satisfaction Construct 
The Overall Safisfaction model is a 4-item single factor construct and is replicated 
from the work of Bitner and Hubbert (1994). Initial analyses indicated that the 4-1tem 
scale was extremely reliable for the corporate banking context. In fact, the overall 
Alpha reliability coefficient of the scale was very hi(-)-h at 0.9615. However, as in the 
-1-, 
case of the Encounter Satisfaction construct, further analyses on the scale revealed 
that the items were highly correlated with each other. This is an indication of bivaniate 
collinearity and one item was dropped from the scale. The scale was therefore reduced 
to 3 items. The data reduction techniques identified a single factor scale. This is in 
line With both theory and the hypothesised model. The factor rotation process was 
unnecessary as the model had only one factor. The final analysis conducted 
determined that there was evidence for convergent validity whilst discriminant 
analysis was not necessary in this case as the construct is a single factor construct. 
6.8.6. The Service Loyalty Construct 
The proposed Service Loyalty model is a three-dimensional 12-items construct and is 
replicated from the work of Gremler (1995) and Gremler and Brown (1996). The 
initial reliability tests indicated that the instrument was very reliable with an alpha 
, the 
item CLIO had a marginally low coefficient estimate of 0.9195. However, 
reliability score of 0.5199 and hence was retained. Data reduction techniques were 
then employed to identify the factor structure of the Loyalty construct. Both the 
principal component and factor rotation methods revealed that the factor structure was 
made up of two factors and not three as per the hypothesised model. Furthermore, an 
imposed three-factor solution did not give any meaningful loadings of the respective 
factors. The two-factor solution results are very similar to Gremler (1995) and 
Gremler and Brown (1996) study and it could be that in certain service context 
situations, the Service Loyalty construct may well be two-dimensional. The final 
analyses conducted determined that there was evidence for both convergent and 
discriminat validity of the two-dimensional Service Loyalty construct. 
6.8.7. The Association between the Constructs 
An initial assessment can be made to see whether the constructs under consideration 
are related to one another. This type of association, or correspondence between the 
constructs, can be undertaken by observing the bivariate correlation coefficients of the 
constructs. The correlation matrix Table 6.8.1., below, depicts the correlation 
oet icients of the summated scores for each individual construct. 
Therefore. SUMSC 
c 'r 
-'I 
refers to the sum of the Switching Costs scales, SUMESAT of the Encounter 
Satisfaction scales, SUMINV of the Involvement scales, SUMSQ of the Service 
Quality scales, SUMOSAT of the Overall Satisfaction scales and SUMLOY of the 
Service Loyalty scales. The bivanate correlation coefficients, as can be seen in the 
Table below, indicate that there are fairly moderate correlations between the 
constructs. The highest correlation, 0.705, is between the Overall Satisfaction and 
Service Loyalty constructs whilst the lowest, 0.244, is between the Switching Costs 
and Encounter Satisfaction constructs. However, all the correlation coefficients are 
significant at the 0.0 1 level. 
Table 6.8.1. -Bivariate Correlation Matrix between the Constructs 
SUMSC SUMESAT SUMINV SUMSQ SUMOSAT SUMLOY 
sumsc 1 
. 
244(**) 
. 519(**) . 331 () . 374() . 454(') SUMESAT 
. 
244(**) 1 . 328() . 449() . 697(**) . 
612() 
SUMINV 
. 519() . 328(') 1 . 459(') . 477(**) . 
518(') 
SUMSQ 
. 331 (**) . 449() . 459() 1 . 
570(') . 533() SUMOSAT 
. 37ýM . 697() . 477(**) . 
570(') 1 . 70 SUMLOY I . 454(**) 
+. 
612(') 1 518(**) . 533(')_ . 
705() 
(**) - Significant Level 0.01. 
The assessment of the association between the constructs can be extended to 
incorporate the dimensions of the constructs as identified by the respective factor 
analyses. These correlation coefficients are depicted in Table 6.8.2., below. As can be 
seen from this Table, all the coefficients are significant at the 0.05 and 0.01 level. The 
only exceptions are the bivariate correlations between the Service Quality dimensions 
and Search Costs and between the construct Encounter Satisfaction and Search Costs. 
Table 6.8.2. -Bivariate Correlation Matrix between the Dimensions 
EFFORT SCOSTS CCOSTS ENSAT IMPT KNOW 
EFFORT 1 . 
589(**) . 
636(*-*) . 284() . 
525(**) . 322(*-*) 
SCOSTS 
. 589(') 
1 . 
593() 0.012 . 
321 () . 194(*) 
CCOSTS 
. 
636(') . 593(') 
1 . 
290(*-*) . 498(**) . 
356(') 
ENSAT 
. 284(') 
0.012 . 
290(') 1 . 
329(') . 
239(**) 
IMPT . 
525() . 
321 (') . 
498() . 329 
1 . 
644(**) 
KNOW 
. 
322(') .1 94C) . 
356(') . 
239(**) . 
644() 1 
RAE 
. 
357() 0.106 . 
364() . 
423(') . 441 () . 
433(') 
RL 
. 
252(**) 0.03 . 
239() . 
409(*-*) . 
295(**) . 298(**) 
TN . 274(') 
0.068 . 
215(**) . 
214(') . 
249(*-*) . 
200(*) 
OSAT . 344() . 
188(*) . 
410 () . 
697() . 
465(*-*) . 
383() 
ALOY . 442ý**) . 
243(**) . 
378(**) . 
641 . 
511 (**) . 402(') 
CLOY . 
376(**) . 
256(*-*) . 
369(*-*) . 421 . 
406(7) . 260(**) 
:1 
RAE RL TN OSAT ALOY CLOY 
EFFORT 
. 357(**) . 
252() 
. 
274(**) 
. 344() . 
442(**) . 
376(**) 
SCOSTS 0.106 0.03 0.068 
. 188(*) . 243(**) . 
256(') 
CCOSTS 
. 364(**) . 239(**) . 215(**) . 410 (') . 
378() . 
369(*) 
ENSAT . 423(") . 409(**) . 
214() 
. 697(*-*) . 641 . 
421 () 
IMPT . 441 (**) . 
295(**) 
. 
249() 
. 465(') . 
511 . 406(7*1 
KNOW . 433(') . 298(**) . 200(*) . 383(') . 402(') . 
260(') 
RAE 1 . 643(**) . 
463() . 
530(**) . 489(') . 
347( 
RL 
. 
643C*) 1 . 4241' . 
512(71 
. 
534() . 
298(') 
TN . 463(**) . 424(') 1 . 
311 . 354() . 
238(') 
OSAT . 530(') . 311 (**) 
1 . 718() . 
519() 
ALOY . 489(7*) . 
534() . 354(**) . 
718() 1 . 
63"**' 
CLOY . 347(') , . 298(') . . 
238(') 
, . 
519(') 
, . 
636(') 
. 
Significant Level 0.05. 
- Significant Level 0.01. 
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THE RESTRICTED MODEL 
CHAPTER 7 
THE RESTRICTED MODEL 
7.1 The Restricted Model 
In Chapter 5, a one-step approach method was used to estimate simultaneously the 
structural and measurement parts of the Baseline Model as depicted by Figure 5.33. 
Bagozzi (1994) and Fornell and Yi (1992a; 1992b) advocate that this approach has the 
advantage that both data and theory can be analysed simultaneously. This method 
resulted in the model converging with a proper solution. However, the overall fit of 
the model was not acceptable and the estimation results indicated that there were 
severe mi sspeci fi cation problems with the measurement sub-models. In this 
eventuality, the researcher has no other option but to resort to the alternative two- 
stage approach method (Hulland, Chow and Lam, 1996). In this approach, the 
researcher first assesses the quality of the measurement items through factor analysis 
on a construct by construct basis as shown in Chapter 6. The hypothesised model is 
then estimated with the most appropriate measures. These are defined in the summary 
of findings in Section 6.8. However, once again whilst the model converged with a 
proper solution the overall fit of the model was not acceptable. In this situation, 
Anderson and Gerbing (1988) suggest that the disturbing indicator, or indicators, is'. or 
are., deleted from the model. The indicators that were found causing disturbances in 
the measurement sub-models are the continuity costs indicator of the switching costs 
construct and the tangibles indicator of the service quality construct. Hence,, both 
these indicators were eliminated. The adjusted model, without these two indicators, 
and with the modifications as identified in Section 6.8., is described hereunder. This 
adjusted model will now be defined as the Restricted Model. 
1) The Switching Cost construct is now represented as a two-dimensional construct 
and is made up of the factors effort and search costs. The respective names of 
these two indicator variables are EFFORT and SCOSTS, as can be seen in Figure 
7.1. 
2) The Encounter Satisfaction construct remains a uni-dimensional construct with the 
indicator vanable labelled as ENSAT. 
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3) The Involvement construct is now represented as a two-dimensional construct and 
is made up of the factors importance and knowledge. These two indicator 
variables will now be labelled as UVIP and KNODGE respectively. 
4) The Service Quality construct is now represented as a two-dimensional construct 
and the two indicator variables are labelled as RAE and RL respectively. 
5) The Overall Satisfaction construct remains a uni-dimensional construct and 
labelled as OVSAT. 
6) The Service Loyalty construct is now represented as a two-dimensional construct. 
The factor names of attitudinal and cognitive will now be labelled as ALOY and 
CLOY respectively. 
7) Theta-epsilon (2,4) is being assumed to be correlated indicating that some 
"omitted common cause" (Hayduk, 1987, p94) is contributing towards this effect 
in the measurement of the Quality and Loyalty constructs. This study did not 
include the relationship effects of Encounter Quality on Loyalty. 
The Restricted Model, depicting the above mentioned changes, is shown by Figure 7.1 
below. 
Figure 7.1. The Restricted Model 
4-90-- RAE --i-oo 
1 00 1-00 Squetl 
-0-46AD 
0-37 RL 
15-42 
1o 0-69 
Osat T ---4-o. gol. s-7 100 QVSA 12 
0-19 -14 
0-1- ALOY 13-70 1- 00- 1z Sloy 00 0. 
O-Z9 0-44 
CLOY -'415-24 KNODGE, 
Ch-i-Square=37.08, df=27,2-value=0.09350, RMSEA=13.048 
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7.2 The Results 
7.2.1 The Parameter Estimates 
The unstandardised parameter estimates, the standard errors and the respective t- 
values of the Restricted Model are depicted in Table 7.1 below. 
Table 7.1. - The Parameter Estimates 
Parameter Restricted Model 
ý41 1.00 
XY 0.37 21 
(0.03) 
10.81 
XY 1.00 
32 
XY43 1.00 
0.44 
XY5 3 (0.04) 
10.52 
)ql 1.00 
0.46 
(0.05) 
9.06 
32 
1.00 
V43 1.00 
0.29 
V53 (0.03) 
10.65 
As can be seen from the above Table 7.1 all the unstandardised parameter estimates 
exhibit both the correct sign and size and are all statistically significant. 
7.2.2 The Structural Model Fit 
The parameter estimates for both the unstandardised and the completely standardised 
values for the structural part of the model together with the respective standard errors 
and t-values are depicted in the Table 7.27 below. The shaded parameters have t-values 
which are not significant at the p<0.05 level, that is t< 11.9601 whilst the non-shaded 
parameters are all statistically significant. The completely standardised values for the 
, -% 1 
--0 
beta and gamma parameters are being reported in this table to enable a better 
interpretation of the relative importance of the causal relationships between the 
constructs. This is necessary as the measurement scales of the individual constructs 
tend to vary, or be different, as in the case of this study. The standardised coefficients 
that are close to zero have little, if any, effect in a hypothesised relationship whilst 
coefficients approaching the maximum value of 1.00 signify an increased importance 
in the causal ordering (Hair et al , 1998, p614). 
Table 7.2. - ML Estimates for the Structural Model Parameters 
Completely 
Parameter Unstandardised Stanclardised Standard t-values Values Errors I Values 
P21 0.69 0.73 0.18 3.7 9 
P31 0 0.1-9 1 0.65 
032 1.14 0.41 0.31 3.72 
731 0.18 0.15 0.08 2.25 
Y12 0.10 0.34 0.02 4.32 
Y22 0.12 0.42 0.03 3.56 
Y32 0.19 0.24 0.07 2.55 
Y13 0.11 0.38 0.02 4.81 
Y33 0.12 0.17 0.06 2.13 
44.21 --- 5.47 8.08 
ý21 20.75 --- 6.26 3.332 
ý31 42.39 --- 7.24 5.85 
ý22 109.10 --- 13.51 8.08 
ý32 42.20 --- 10.65 -3-96 
ý33 123.25 15.26 8.08 
6.09 0.81 7.47 
-2.95 --- 1.2 6 2. -334 
4.07 I. 26 3 2- 4 
6.27 11133 19.25 3.0 7 
221 
As can be seen from the above Table 7.2,. there is only one parameter that is not 
statistically significant, this is the beta parameterP31 . 
The parameter 03, represents the 
hypothesis H4, that is the link from Service Quality to Service Loyalty. What could be 
the main underlying reason why this parameter is not statistically significant as 
structured by the Restricted Model? 
The non-significant parameter03l, which is Hypothesis 4, depicts the following 
statement. 
Consumers will focus on broader topics, such as value, Image, the 
experiences of others, and advertising in addition to their own 
experiences with the service provider and the higher the level of service 
quality the higher the level of service loyalty 
The results, as hypothesised by the model and context of this study, clearly indicate 
that the relationship between Service Quality and Service Loyalty is not at all 
significant. This means that quality is not being perceived as being of major 
importance for the private individual in the personal banking context. Hence, quality, 
which includes among others, perceived value and image, is not serving as an 
inducement to remain loyal with banks. This result is quite understandable within the 
context of banking in Malta. Malta has only two major banks each offering the same 
level of service and the same level of banking facilities. There is a possibility that the 
average individual may not be conceptually in a position to differentiate whether there 
are any differences in the level of quality characteristics of the two prime banks. In 
addition, as was evidenced fi7om the descriptive and demographics statistics, Section 
4.6.7., the Maltese individuals have a tendency to retain the same bank. Hence, once a 
bank is giving the right perceived quality there appears to be little incentive on the 
part of the individual customers to switch banks. 
7.2.3 The Measurement Model Fit 
The reliabilitv of the indicators of the respective observed variables are depicted in 
Table 7.3 whilst the reliability of the constructs are shown in Table 7.4 belový As has 
already been explained in Section 5.7.2, the 'squared multiple correlabon(R' ') for the 
x and y variables shows the strength of the linear relationship for each of these 
respective indicator variables. However, they also implicitly indicate the extent of the 
measurement errors of the observed variables when their respective theta-epsilon and 
theta-delta are set free. For instance, if the error variance is zero, that is there is no 
measurement error., this Implies that the Indicator variable and the observed variable is 
the same variable. In the case of the Restricted Model, the error variances for 
OVSAT, ENSAT and IW have been fixed at an arbitrary conservative value of about 
10%. or less, as recommended by Anderson and Gerbing (1998). The resulting very 
high R2 for these three respective variances are therefore due to this fixing. In these 
instances, Rý can be calculated from the formula as per hereunder- 
R2=I- the fixed error variance 
Table 7.3. - Squared Multiple Correlation for the x and y Variables 
yl Y2 Y3 Y4 Y5 
RAE 
0.90 
RL 
0.46 
OVSAT 
0.90 
ALOY 
0.90 
CLOY 
0.45 
XI X2 X3 X4 X5 
EFFORT 
0.90 
SCOSTS 
0.38 
ENSAT 
0.90 
NIP 
0.90 
KNODGE 
0.46 
As can be seen from the above Table 7.3., the R2 of the indicator variables which are 
not fixed have values which are above 0.40 with the exception of the indicator 
2 
variable SCOSTS which has an R of 038- 
The Table 7.4 below shows the reliability of the constructs. As can be seen from this 
table, with the excepbon of the single indicator constructs Overall Satisfaction and 
Encounter Satisfaction,. which have very high reliability estimates due to the fiXing of 
their respective single indicator variables, all the other constructs have reliability 
estimates over 0.50 but slightly less than 0.70 which is quite acceptable in exploratory 
research (Hair et al, 1998, P612). 
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Table 7.4. - Reliability of the Constructs 
Construct Reliability 
Service Quality 0.62 
Overall Satisfaction 0.95 
Service Loyalty 0.62 
Switching Cost 0.63 
Encounter Satisfaction 0.95 
Involvement 0.62 
7.2.4. The Overall Fit of the Model 
The overall model fit statistics for both the Baseline Model and the Restricted Model 
are depicted in Table 7.5 below. Apart from the fit indices that were taken into 
consideration for the Baseline Model as shown in Table 5.11., Table 7.5 includes two 
other fit indices nwnely NNFI and RMR. The Non-Normed Fit Index (NNYI), which 
is very similar to the NFI Index, is also known as the Tuker-Lewis Index (TLI), and 
its recommended value is 0.90, or greater, (Hair et al, 1998, p657) whilst the other fit 
index is the standardised Root Mean Square Residual (RMR) and it represents the 
average value across all the standardised residuals and ranges from 0.00 to 1.00. In a 
well fitting model this value should be small, for instance 0.05 or less (Byme, 1998, 
115). 
Table 7.5. - The Overall Model Fit 
Baseline Model Restricted Model 
x2 325.07 37.08 
df 129 27 
p 0.0000 0.0935 
GFI 0.83 0.96 
R, MSEA 0.097 0.048 
AGFI 0.77 0.91 
NFI 0.82 0.95 
NNFI 0.88 0.97 
R-MR 0.089 0.047 
--. '-N 
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The value of the chi-square test for the Restricted Model is 37.08 with 27 degrees of 
freedom and a p-value of 0.0935. Hair et al (1998, p654) recommend that the 
minimum acceptable significance (p-value) should be 0.05 even though Hulland. 
Chow and Lam (1996) reported that 41% of the casual models studies published 
during 1980-1994 in the top marketing Journals, including the Journal of 'Niarketing 
Research (JMR), Journal of Marketing (JM) and Journal of Consumer Research 
(JCR), had p-values of less that 0.05. Given the relatively moderate p-value, as can be 
seen from the above Table 7.5.17 the Restricted Model under study appears to fit the 
observed data fairly well. Furthermore, all the other alternative measures of fit 
indicate that the results for the overall model fit are acceptable. As Hulland, Chow 
and Lam (1996) observe, given the weaknesses of the chi-square statistics to sample 
size, multivariate normality and ordinality issues, it is more appropriate to look at the 
alternative fit measures for the general assessment of the model fit. In addition, as 
Hair et al (1998, p653) point out since there is not a single statistical test that best 
describes the overall fit of the model, it is the researcher that must ultimately decide 
whether the fit is acceptable or not. Therefore, apart from having an acceptable chl- 
square statistic and the other alternative fit measures all show adequate fit indices, the 
model under study appears to have an overall adequate model fit- Furthermore, Table 
7.5 also shows that there is an overall relative improvement in the fit indices of the 
Restricted Model over the Baseline Model. 
7.2.5 Assessment of Hypotheses 
The hypotheses of this study, as defined in Chapter 5, are listed below: 
HI: Ae perceived costs of switching the service provider (switching 
costs) are positively related to service loyalty. 
This hypothesis is supported by this study. The representative parameter of hypothesis 
H, is gamma parameter Y31. The results, as hypothesised by the model and context of 
this study, clearly indicate that the relationship between Switching Costs and Ser-vice 
Loyalty is significant. As can be seen from Table 7.2- the completely standardised 
parameter estimate of this hypothesis 0.15. This parameter estimate is statistically 
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significant as depicted by its t-score 2.25. Therefore, Switching Costs are perceived to 
be important in personal banking and they may induce private individuals to remain 
loyal with their banks. However, it should be noted that this effect is not very strong 
indicating that switching costs on their own may not serve as a potential tool to deter 
clients from switching banks. This is particularly the case for general banking in 
Malta which is very Oligopolistically structured, that is, there are many buyers but 
few sellers. This pure, or homogenous, Oligopoly market condition means that banks 
are highly interdependent of each other and offering products that are practically 
identical. Furthermore,, this market condition situation allows clients to open new 
accounts with banks with relative ease and exits of dissatisfied clients are hardly 
penalised. A similar study by Gremler (1995), who surveyed banking at the customer 
level in the USA, found exactly the same relational result. However, Gremler's 
findings showed that Switching Costs are significantly related to Service Loyalty 
because individual customers perceived changing banks to be difficult in the United 
States. Furthermore, there were additional factors such as the large amount of 
paperwork involved in switching accounts, charges for closing certain accounts and 
the uncertainty about the level of service at the new bank which all contributed to the 
significance of the results. 
H2: (I onsumers are expected to focus on events and employee behaviour 
during specific transactions of the consumption process and the higher 
the level of encounter satisfaction the higher the level of service loyalty. 
H3: Consumers are expected to focus on all encounters and past personal 
experiences with the service provider and the higher the level of overall 
satisfaction the higher the level of service loyalty. 
H4: ( "onsumers will focus on broader topics, such as value, image, the 
experi . ences of others, and advertising in addition to their own 
experi . ences with the service provider and the higher the 
level of servi(-, C 
qualitv the higher the level of service lovalty. 
These three hypotheses are identified by Bitner and Hubbert (1994) to 
be potential 
areas for future research in particular the need to discover which of 
the three 
ý 'I 
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constructs, Encounter Satisfaction (H2), Overall Satisfaction (H3) and Service Quality 
(H4), is the better predictor of the Service Loyalty construct. The only other 
relationship that was not discussed by Bitner and Hubbert is the effect of Encounter 
Quality on Loyalty. This relationship was therefore not included in this study. As 
discussed in Section 3.3.4., Quality and Satisfaction can be both at the encounter and 
overall level. Therefore in order to compensate for the exclusion of the Encounter 
Quality construct, the theta-epsilon (2,4). in the restricted model, is being assumed to 
be correlated indicating that some "omitted common cause" has been left out. The 
representative parameters of the hypotheses H2, H3 and H4 are Y32,032 and 031. As can 
be seen from Table 7.2., the completely standardised parameter estimates of these 
three hypotheses are 0.24,0.41 and 0.05 respectively. The first two parameter 
estimates are statistically significant as depicted by the respective t-scores 2.55 and 
3.72. However, as has already been explained Section 7.2.2., hypothesis 4 is the only 
hypothesis that was not found to be significant. Therefore, only hypotheses H2 and H3 
are supported by this research study. Hence, the results clearly indicate that both 
Encounter Satisfaction and Overall Satisfaction are important predictors of loyalty. 
Which construct is the better predictor of loyalty is more difficult to assess because of 
the intra-relationships of the constiucts as hypothesised by the model. According to 
the way these constructs have been structured in the Restricted Model, the results 
indicate that the effect of Overall Safisfaction (beta 0.44) appears to be much stronger 
than the effect of Encounter Satisfaction (gamma 0.20) on Service Loyalty. However, 
the strong effect of Overall Satisfaction on Service Loyalty is also partly due to the 
effects of both Encounter Satisfaction and Service Quality which are both acting as 
antecedent vanables to Overall Satisfaction. The result of these two hypotheses 
clearly confirm the firm belief held in marketing that the pnmary aim of management 
must be to ensure that the overall satisfaction of customers is attained without any 
reservations. Furthermore, paramount importance and attention should be devoted 
with the encounters and interactions between staff and clients as it is satisfaction with 
these encounters that will ultimately drive overall satisfaction and loyalty with the 
service provider. 
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H5: Consumers are expected to focus on events and employee behm, iour 
during specific transactions of the consumption process and the higher 
the level of encounter satisfaction the higher the level of service qualm'. 
1-16: Consumers are expected to focus on events and employee behaviour 
during specific transactions of the consumption process and the higher 
the level of encounter satisfaction the higher the level of overall 
satisfaction. 
Hypotheses 5 and 6 refer to the relationship between Encounter Satisfaction and 
Service Quality and Overall Satisfaction. Both these hypotheses are supported by this 
study. The representative parameters of H5 and H6 are Y12 and y22 respectively. The 
standardised values of these two parameter estimates are 0.34 and 0.42 respectively as 
can be seen from Table 7.2., and both are statistically significant as depicted by the 
respective t-scores of 4.32 and 3.56. Both these two moderately strong effects of 
Encounter Satisfaction on Service Quality and Encounter Satisfaction on Overall 
Satisfaction together with the positive effect of Encounter Satisfaction on Loyalty, as 
was discussed in Hypothesis H2 above, are further evidence on how important it is for 
companies to ensure that the 'moments of truth' are properly managed. The service 
encounter, or moment of interaction, is the actual service per se of the company from 
the customer's point of view. Hence the customer-employee contact involves more 
than just adequate training of the staff. This result also re-enforces the belief that 
encounters with the customers must be done right each and every time as it is these 
encounters that will ultimately contribute towards the overall satisfaction of 
customers. 
"7: Consumers will focus on broader topics, such a,; value, image, the 
experiences of others, and advertising I. n addition to their own 
experiences with the service provi . der and the higher the level of service 
qualiti, the higher the level of overall satisfaction. 
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Hs: Consumers are expected to focus on all encounters wid past personal 
experiences with the service provider and the higher the level of overall 
satisfaction the higher the level of service quality. 
This study attempted to investigate the reciprocal relationship between Overall 
Satisfaction and Service Quality as represented by the Hypothesis 7 and Hypothesis 8. 
To enable non-recursive (reciprocal effects) models to be identifiable, an important 
condition that must be safisfied is that each dependent construct must have at leaw 
one associated predictor variable (Rigdon, 1995). In the Restricted Model, the 
predictor variable for Overall Satisfaction is Encounter Satisfaction whilst the 
predictor variable for Service Quality is Involvement. However, the way the model is 
structured Encounter Satisfaction has also a relationship link to Service Quality. Both 
the predictor variables Involvement (gamma 0.38) and Encounter Satisfaction 
(gamma 0.42) were both moderately strong and statistically significant. Nevertheless, 
the reciprocal effect of these two hypotheses could not be tested due to identification 
problems probably caused because the predictor variable Encounter Satisfaction is 
also influencing the Quality construct. Therefore, the link between Overall 
Satisfaction to Service Quality, that is hypothesis H8, was eliminated. The redundancy 
of H8 turned the model into a recursive system enabling hypothesis H7, which is 
represented by021, to be estimated. The estimation results of hypothesis H7 indicate 
that the effect of Service Quality on Overall Satisfaction is both very strong (beta 
0.73) and statistically significant Therefore, hypothesis H7 is supported by this study. 
The evidence that companies providing quality services will result in customer 
satisfaction is well documented in the literature (Cronin and Taylor, 1992). However, 
the fact that quality is being driven by the Involvement construct (gamma 0.338) which 
is acting as a predictor variable and by Encounter Satisfaction is an important finding 
of concern and relevance to service provider companies. Whilst the effects of 
managing the 'moments of truth' have already been noted, the level of Involvement 
has a direct bearing on how purchase decisions are made. As was discussed in Section 
2.4., there are both Active and Passive Leaming processes that are taking place dunng 
a purchase decision and it is ultimately the level of customer involvement that will 
have an effect on commitment towards the service provider through the leaming 
process. 
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Hq: The higher the level of consumer involvement with 1he service 
provider the higher the level of service loyalty. 
Hypothesis 9, represented byY33, is supported by this study. The parameter estimate Of 
733 is 0.17 and is statistically significant as depicted by the t-score 2.1 3 as can be seen 
in Table 7.2. However, the relationship between the level of customer Involvement 
and Service Loyalty appears to be very weak indicating that there are more important 
factors, apart from Involvement that are contributing directly towards loyalty of the 
individual customers. This weak relationship link is to be expected in the personal 
banking context as the level of involvement in routine, or general, banking is normally 
quite low. This result is also indicating that whilst the level of Involvement with the 
service provider is an important element for the achievement of loyalty, it is relatively 
not as strong as the customers' perceptions of Service Quality and the attainment of 
Overall Satisfaction status. 
I-110: The higher the level of consumer involvement with the service 
provided the higher will be the consumers' perceptions of the level of 
service quality. 
Finally, Hypothesis 10 is also supported by this study. This hypothesis is represented 
byY13 and its pararneter estimate is 0. )8. It is also statistically significant as depicted 
by the t-score 4.81 as can be seen in Table 7.2. This result is indicating that the level 
of Involvement is an important predictor, or antecedent, of Service Quality. Whilst in 
the preceding hypothesis 9, the Involvement construct had a very weak causal 
relationship with Loyalty, the postulated structure of the Restricted Model seems to 
indicate that the level of the individual Involvement of customers has a very important 
intermediary role. The indications of the results are that the higher the level of 
Involvement the more likely that the perceptions of quality with the service provider 
would become more noticeable and thereby effecting the overall level of satisfaction. 
Without any doubt, the level of Involvement has a direct bearing on how purchase 
decisions are made and whether these trigger Active and Passive Leaminiz processes. 
However, it is the level of Overall Satisfaction that will then ultimateiv effect the level 
of loyalty with the service provider and not quality. 
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SUMMARY AND CONCLUSIONS 
CHAPTER 8 
SUMMARY AND CONCLUSIONS 
8.1 Introduction 
The purpose of this study was to explore how the inter-relationships of the constructs 
Involvement, Switching Costs, Encounter Satisfaction, Overall Satisfaction and 
Service Quality affect and explain Service Loyalty within the context of personal 
banking in Malta. A review of the literature established various propositions on the 
causal ordering of these constructs. These propositions therefore guided the study and 
ten hypotheses were formulated identifying how each of these constructs could be 
measured. The model depicting these hypotheses was defined as the Baseline Model. 
A one-step approach, which has methodological advantages, was used to estimate the 
hypothesised relationships. However, due to severe mis-specification problems in the 
measurement part of the model, a two-step approach had to be resorted to which 
resulted in a Restricted Model. 
8.2 Research Findings 
The research findings of this study are essentially the results obtained from the path 
analysis of the Restricted Model. These suggest whether the ten hypothesised C 
relationships are supported by the data collected and the assessment of their impact 
and implications for management. 11ý1 
8.2.1 Results of the Restricted Model 
As has alreadv been indicated in Section 7.2.5., out of the ten hypotheses under 
consideration, only hypothesis H-4 was not supported by this study Whereas. 
hypothesis H8 ývas eliminated in order to render both the Baseline and the Restricted 
models more identifiable. 
Hypothesis H, is supported suggesting that Switching Costs and Loyalty are 
perceived to be important in personal banking. However 
, it should be noted that the 
relationship link is not very strong indicating that switching costs on their own may 
not serve as a potential tool to deter clients from switching banks. The hypotheses Fl- 
and H3 are supported by the study whilst H4is the only hypothesis that was found to 
be not significant. These three hypotheses were identified by Bitner and Hubbert 
(1994) to be potential areas for future research in particular the need to discover 
which of the three constructs, Encounter Satisfaction (H2), Overall Satisfaction (H3) 
and Service Quality (H4), is the better predictor of the Service Loyalty construct. 
However, whilst the results indicate that only two of these constructs are important 
predictors of loyalty, the assessment of which is the better predictor of loyalty could 
not be identified because of the complex intra-relationships of the constructs as 
hypothesised by the model. However, it is evident from the model that the strong 
effect of Overall Satisfaction on Service Loyalty is also partly due to the effects of 
both Encounter Satisfaction and Service Quality which are both acting as antecedent 
variables to Overall Satisfaction. The result of these two hypotheses clearly confirm 
the firm belief held in marketing that the primary aim of management must be to 
ensure that the overall satisfaction of customers is attained without any reservations. 
Hypotheses H5 and H6 refer to the relationship between Encounter Satisfaction and 
Service Quality and Overall Satisfaction. The results indicate that these relationships 
are moderately significant. The importance of these relationship links is that 
customers may be particularly sensitive with the quality aspects of either the specific, 
or routine, encounters or transactions that they have with their respective service 
providers. Furthermore, encounters that are positive will also have a direct impact on 
the Overall Satisfaction of customers. The construct Encounter Satisfaction seems to 
be instrumental in influencing the three main constructs of the model, quality, overall 
satisfaction and loyalty. These results may be ftirther evidence on how important it is 
for companies to ensure that the "moments of truth' are properly managed. The 
service encounter, or moment of interaction. is the actual service per se of the 
company from the customer's point of view. Hence the customer-employee contact 
involves more than just adequate training of the staff This result also re-enforces the 
belief that encounters with the customers must be done right each and every time as it 
is these encounters that will ultimately contribute towards the overall satisfaction of 
customers and loyalty. Hypothesis H7 is also supported by this studý, The estimation 
results of hypothesis H7 indicate that the effect of Service Qualiry on Overall 
Satisfaction is both very strong and statistically significant. The e,,, 'idence that 
companies providing quality services will result in customer satisfaction is "-ell 
documented in the literature (Cronin and Taylor, 1992). However, the fact that quality 
is being driven by the Involvement construct which is acting as a predictor vanabie 
and by Encounter Satisfaction is an important finding of concern and relevance to 
service provider companies. Whilst hypothesis H9 is also supported by this study, the 
relationship between the level of consumer Involvement and Service Loyalty appears 
to be very weak indicating that there are more important factors, apart from 
Involvement, that are contributing directly towards loyalty of companies. Finally, 
Hypothesis Hio is also supported by this study. This result is indicating that the le,,,, el 
of Involvement of companies is an important predictor, or antecedent, of Service 
Quality implying that the higher the level of Involvement the more likely that the 
perceptions of quality with the service provider would become more noticeable and 
thereby effecting the overall level of satisfaction. The high level of Overall 
Satisfaction will then ultimately effect the level of loyalty with the service provider. 
8.3 The Limitations of the Study 
This study has a number of limitations that must be borne in mind when the results are 
being interpreted: 
1. This study makes use of ordinal scaling. The aggregation of ordinal indicator 
variables into composite scales implicitly means that these scales are assumed to 
be continuous by the Llsrel program when the variables have more then thirteen 
categories. If the ordinality issue is ignored this may lead to distorted parameter 
estimates and incorrect chi-square and goodness-of-fit measures and standard 
errors (Joreskog and Sorbom, 1996, p2339). As a result therefore the violation of 
the scaling assumptions in Lisrel could easily lead to serious biased results and 
conclusions. 
modeiling The normality assumption is equally important in structure equation 
and in the majonty of multivariate statistical procedures. The rnajontv of 
multivariate statistical procedures, including structure equation modelling, require 
that each vanable and all linear combinations of variables are normaik, 
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distributed. West, Finch and Curran (1995, p56) postulate that in practice real data 
is very rarely univariate let alone multivariate normally distributed eý,, -en ýkhen the 
variables are truly continuous let alone when the variables are ordered cate2ones. 
In the case of this study, the univariate normality test for the variables clearlý- 
shows that the data for the majority of the variables are sIgnIficantly ske%-%-ed. In 
fact, the test of multivariate normality is strongly rejected. Once again- the use of 
structure equation modelling when the normality assumption is violated is in fact a 
direct misuse of the Lisrel methodology (Joreskog and Sorbom, 1996. p2-39). 
3. The estimation method used in this study is maximum likelihood which under the 
assumption o multivariate non-nal distribution, or moderate violation of normality 
of the observed variables (Tanaka, 1984), have robust properties 
-vielding 
unbiased, consistent and efficient estimators (Kmenta, 1971). However, the 
problem under violation of normality is not the fact that the estimated results are 
either biased, or inconsistent but that the overall chi-square test appears to be 
unstable and unreliable (Anderson and Gerbing, 1988). 
4. The possible occurrence of specification errors from the omissions of variables in 
the models as proposed by this study cannot be excluded. Whilst the models 
included five separate constructs that are hypothesised to influence Service 
Loyalty, there may be other constructs that should have been included but were 
not in order to minimise the complexity of the model. When important variables 
are omitted from a model the parameter estimates Will be biased. On the other 
hand, attempts to include additional variables would have resulted in larger 
models that would have lead to the practical inability to fit the models to the data 
collected (Bentler and Chou, 1987). 
5. This study is cross-sectional that is measured at a single point In time. However, 
as Gremler (1995) rightly points out, the concept of loyalty is by its very nature a 
construct that must include an element of time. The same principle applies to the 
antecedents of loyalty. If this is the case, then cross-sectional models based on 
data at one time points only will virtually always Yield biased results on causal 
effects that are presumed to operate across time (Gollob and Reichardt, 1987). 
6. The Restncted Model should ideally be tested with data from an independent 
sample, or if no independent sample is available but the initial sample is large. one 
may consider splitting the sample into two sub-samples and use one for the 
original model and the other for the alternative model (Joreskov, and Sorbom. 
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1993, p128). Time and financial considerations prevented the researcher from 
collecting an independent sample whilst the split sample approach could not be 
used due to the small sample size. However,, as was indicated in Table 6.6., the 
Restricted Model does indeed appear to represent an improvement over the 
Baseline Model. 
7. The questionnaire contained 90 items making it a rather lenzhy questionnaire. 
Whilst the length of the questionnaire did not effect the response rate due to pre- 
notification and follow-up calls, it may have resulted in some measurement errors 
due to compilation fatigue. 
8. The sample of the survey was restricted to one context (personal banking) and one 
country (Malta). The findings of this research are therefore limited to this 
population and culture only. Any generalisation to other populations and countries 
should be done with caution. 
8.4 Future Research 
The proposed Service Loyalty model provides a conceptual framework in an area 
where little prior research work has been done. The research In particular has 
integrated the three service evaluation constructs, that is Encounter Satisfaction, 
Overall Satisfaction and Service Quality, in one model. However, there is a need to 
examine further the causal ordering of these three distinct constructs in particular 
because each require separate managerial attention and action. Furthermore, 
identifying which of these three constructs is the better predictor of loyalty is an 
important area for investigation. Whilst this proposition was within the domain of this 
research, the model under study was to complex to identify this area of research. 
The model also serves as a platform for future loyalty studies. It can be used as a 
springboard to broaden the theoretical foundations from a consumer perspective to a 
'business-to-business' context. Patterson et. al., (1997) noted that whilst models of 
customer satisfaction and dissatisfaction have been well researched for consumer 
goods and services, there has been a total lack of attention to the industrial and 
'business-to-business' sector. However, whilst Patterson's et. al. ( 1997) study has 
been a first step in this direction. their research makes use of only the conventional 
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customer satisfaction paradigm as the mediating link between the antecedents 
variables and future purchase intentions. As this study has shown- there are more 
predictor and mediating variables, apart from satisfaction, that can influence loyalty or 
future purchase intentions. 
It has been useful to distinguish between satisfaction at the encounter and the o,, -erall 
level. These are separate constructs and hence should be treated so by researchers as is 
evidenced from the results of this study. Similarly, it is equally important to separate 
the quality construct into the encounter and overall levels. This study did not include 
the encounter quality construct in order to minimise the complexity of the model. 
Hence., the relationship link of this construct, which unfortunately is very much under- 
studied , is without any doubt an important area of research. 
The interrelationships between the constructs of this study and other constructs could 
provide additional areas for further research. For instance, the fact that price and value 
were not included in this study, in order not to render the model more complex, can 
provide additional views and understanding on how the separate constructs interreact. 
Other constructs that can also be considered are the roles of promotion, including 
public relations, advertising and corporate image, location and accessibility. In 
addition, Booms and Bitner (1981) proposed that the marketing mix could be 
expanded to incorporate the following constructs, that is the participants including 
both the personnel and the actual behaviour of the customer-, the physical evidence 
including the environment itself and any tan ible clues; and process including all 91 
policies and procedures. All these constructs can provide further insight into how 
loyalty can be either effected or achieved. 
Further research is needed to replicate the models under study in order to determine 
the robustness of the results. In particular, since the generalisation of the results is 
only inherently limited to the population and country considered in this research, the 
models and hypotheses should therefore be extended to other contexts and cultures 
Such replication studies will help extend the general i sabi lit-v of the findings and Z- 
results. 
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There is a need to establish a dynamic process model of loyalty. Whilst the majont-v 
of the quality, satisfaction and loyalty studies are based on cross-sectional data 
research, there is a need to investigate the process whereby customers form their 
judgements on these service evaluation constructs over time. As has already been 
mentioned in the limitation of this research, the element of time has not been 
considered in this study and hence a dynamic rather than a static model of lovaltv 
needs to be developed. This can be extremely valuable to management as behavioural 
reactions of consumers can be better predicted and neutrallsed ex ante thereby 
reinforcing loyalty. 
Finally, an area of research that is the domain of economics but is rarely researched in 
management studies is disequilibrium states. The conceptual framework presented in 
this study, and in the majority of other research studies in this area, can best be 
described as equilibrium state models. That is, the variables that are relationship 
linked are in a state of balance. However, this scenario does not per se represent a real 
life situation. There is a need therefore that future studies examine models in which 
opposing forces produce imbalances in the system. Hence, depending on the 
magnitude and direction of the change in one or more of the variables, it can be 
established what are the compensating factors that need to change in order to restore 
the equilibrium state of the model. 
8.5 The Implications of the Research 
This research has implications for both theory development and for management. The 
main contribution to theory development involves the confirmation of the 
hypothesised relationships as identified in the literature review between the constructs 
Switching Costs, Involvement, Encounter Satisfaction, Overall Satisfaction. Service 
Quality and Service Loyalty. This research therefore represents a small step in the 
studv of loyalty within the services context thereby contributing to knowledge in this 
area of research which appears to be both theoretically and empirically scarcely 
studied (Gremler (1995); Gremler and Brown (1996)1 and Oli,,, -er (1997, p', 96)). 
The research model builds on the studies by Gremler (1995). and Gremler and 
Broý, -n 
(190o) by the inclusion of two distinct satisfaction constructs. and the serv, ce quallty 
38 
and involvement constructs. The omission in Gremler's study of the perceived service 
quality construct is described by Gremler as a limitation of his study (Gremler, 1995). 
The inclusion of the perceived quality and the two satisfaction constructs in one 
conceptual model is in effect extending the sati sfaction- service quality debate to the 
loyalty literature. 
The other contributions to theory development involve the confirmed relationships of 
some of the constructs in particular- 
* the effects of perceived service quality and satisfaction on behavioural intentions 
(loyalty in the case of this study) which have seldom been examined when both 
variables are included in one model (Gotlieb et al., (1994). 
the directionality of the service quality/satisfaction relationship which is still in 
question (Cronin and Taylor (1994) and Parasuraman, Zeithaml and Berry 
(1994)). 
the causal ordering of the encounter satisfaction, overall satisfaction and service 
quality constructs which is cited by Bitner and Hubbert (1994) as an area for 
future study. 
the use of a disconfinned Servqual as an instrument to measure the service quality 
construct which avoids the statistical and methodological problems of the inferred 
disconfirmation method for the operationalisation of the service quality construct 
(Carmen, 1990; Anderson and Fomell, 1994, p247; Rust, Zahonk and 
Keiningham, 1996, p249). There are very few studies that have used the 
disconfinned Servqual. 
the modification of the involvement instrument developed by 
Jensen. Carlson and 
Tripp (1989) has only been used for tangible goods studies. No 
known research 
work has been identified that has used this modified version of the involvement 
instrument for the services context. 
there is no known model that has hypothesised and empirically tested the 
interrelationships amongst the constructs under study in one conceptual 
framework. 
The implications of this research for theory development therefore has not only been 
to serve as a small step in the direction of services marketing and hence another effort 
contributing to the fact that "services marketing is different" (Fisk, Brown and Bitner, 
1993, p63) but that the research has embarked on the path that the scholars Fisk, 
Brown and Bitner (1993, p87) are expecting from what the future of the literature 
should be like in particular- 
"increasing breadth 
.... 
incorporat[ing] theories and ideas from disciplines outside 
marketing. " This study provides an explanation that loyalty has theoretical 
underpinning in learning theories and that the consideration that involvement, a 
construct that has its roots in social psychology and consumer behaviour, acts as 
an antecedent to loyalty. 
9 "increasing depth .... extend[ing] 
development of current research topics such as 
service quality, service satisfaction, service encounters. " This study is extending 
the service quality, encounter satisfaction and overall satisfaction constructs 
debate to the service loyalty literature. 
* "would expect more quantitative contributions. " The use in this study of structural 
equation modelling techniques enriches the development of the building of 
conceptual models in the services literature. 
There are also important implications for management. The instruments used in this 
study may be used in whole, or in part, by the practising managers in order to assess 
their own companies. The results obtained in this study could therefore be used as 
benchmark indicators for the respective constructs being investigated. 
Whilst in Section 8.3- it is recommended that further research is needed to replicate 
the models under study in order to determine the robustness of the results since the 
generalisation I of 
the results is only inherently limited - 
to the population and countrv - 
considered in this research, there appears to be some ground for believing, that the 
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causal ordering of the constructs are as hypothesised in this study. If this is indeed the 
case, then practising managers must pay particular attention to the Encounter 
Satisfaction, Switching Costs and Involvement constructs which are all very important 
antecedent variables to Quality, Overall Satisfaction and Loyalty. In particular. 
Encounter Satisfaction has been evidenced to play a major role as it effectively has a 
significant relationship with the three endogenous variables of the model. Without any 
doubt therefore, it is very important for companies to ensure that the 'moments of 
truth' are properly managed as the service encounter, or moment of interaction, is the 
actual service per se of the company from the customer's point of view. The 
Switching Cost and Involvement constructs are also being identified as key drivers in 
the pursuit of loyalty with the service providers. Finally, without any doubt., the 
maintaining of quality standards which has a very important influence on Overall 
Satisfaction is what ultimately keeps customers loyal with their service provider. 
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APPENDICES 
APPENDIX A 
Wording for the Covering Letter to the Questionnaire 
A Survey Of Perceptions Of Banking Services 
We seek your cooperation in an academic study of banking in Nialta. The study is 
supervised by the School of Management Studies at the University of Surre-,, - in the 
United Kingdom. 
The study is concerned with the perceptions of the Maltese public -1 , ýkith re(-), ards to 
retail banking services. The study is confidential and no commercially confidential 
material is requested. It is solely for academic purposes. We are interested in 
studying the relationship between yourself and your bank. 
This research project has been purposely constructed to be generic as we are aware 
that you are very sensitive in expressing opinions on the bank they you normally 
conduct business with. In addition, generic studies offer the advantage that the 
anonymity of both the respondents and the specific institutions are automatically 
respected. 
We would appreciate if you could answer all the questions as best as you can. In 
doing so please focus exclusively on your perceptions of the bank that you normally 
conduct your business with. 
We thank you in advance for your cooperation in this research project and we would 
appreciate if you could mail the completed questionnaire in the self-addressed 
stamped envelope attached. 
Yours faithfiiily, 
Joseph A. Zammit 
Ph. D. Researcher 
Professor '\, Ilchael PIiey 
Research Supervisor 
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APPENDIX B 
THE OUESTIONNAIRE 
Please indicate the extent of your agreement with the following statements by circling the 
appropriate point on the scale provided. If you disagree strongly with a statement, CIRCLE 
the number I whilst, if you agree strongly, CIRCLE the number 7. If your opinions are less 
strong, CIRCLE one of the numbers in the middle. 
In this section, we would like to learn about your relationship with your bank Please in&cate 
your opinion on each statement by circling the appropriate number. 
1. 1 say positive things about my bank to other people. Strongly disagree Strongly agree 
12 3) 4 567 
2. 1 intend to continue doing business with my bank over 
Strongly disagree Strongly agree 
the next few years. 
123 4 567 
3. 1 encourage friends and colleagues to do business with 
Strongly disagree Strongly agree 
123 4 567 
my bank. 
4. 1 seldom consider switching to another bank. 
Strongly disagree Strongly agree 
12 4 567 
5. As long as the present service continues, I doubt that I 
Strongly disagree Strongly agree 
123 4 567 
would switch to another bank. 
6. 1 really like doing business with my bank. 
Strongly disagree Strongly agree 
123 4 567 
7. To me, my bank is clearly the best one with which 
Strongly disagree Strongly agree 
12 
-3) 
4 567 
to do business. 
8. 1 believe that my bank is a good bank. Strongly disagree 
Strongly agree 
12 3' 4 567 
9. 1 try to use my bank every time I need financial 
Strongly disagree Strongly agree 
123 4 567 
services. 
10. 1 concentrate my business with one bank. 
Strongly disagree Strongly agree 
123 4 567 
11. 1 consider my bank to be my first choice when I need 
Strongly disagree Strongly agree 
123 4 567 
financial services. 
12. My bank is the primary place I consider when I need 
Strongly disa Strongly agree 
4 567 
financial services. 
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13.1 consider myself to be a loyal customer of my bank. 
14. Overall, I am very loyal to my bank. 
Stranoy disagrm SuongJy agm 
12 3) 4567 
Strongly disagree Strongly agree 
12 33 4567 
In this section, we would like to know about your views regarding the possibilily of switching 
to another bank. Please indicate your opinion on each statement by circling the appropriate 
number. 
15. Unless I were to become very dissatisfied with my Strongly 
disagree Strongly agree 
bank, changing to a new bank would be a bother. 
12 3) 4567 
16. 1 would find it difficult to stop using my bank. 
Strongly disagree Strongly agree 
123 4567 
17. For me, the cost in time, money, effort, and grief to 
Strongly disagree Strongly agree 
123 456 
switch banks is high. 
18. It is just not worth the hassle for me to switch banks. Strongly disagme Strongly agree 
123 4567 
19. Considering everything, for me the costs of no longer Strongly 
disagree Strongly agree 
123 4567 
using my current bank and starting to go to a new bank 
would be high. 
20. It would require a lot of time and effort on my part to 
Strongly disagree Suongly agree 
123 
set up a similar account with another bank. 
21. 1 would have to do a lot of paperwork in order to switch 
Strongly disagree Strongly agree 
23 4567 
to another bank. 
22. Finding information on other good banks is difficult for 
disa Strongly 9= Strongly agree 
23 4567 
me. 
23 It would be extremely costly for me to search for 
Strongly disagree Strongly agree 
. 123 
information about the services provided by other banks. 
24 1 do not like to spend a lot of time and energy looking 
Strongly disagree Strongly agree 
. 2 3, 4567 
for other suitable banks. 
25 I would have to learn how If I were to switch banks 
Strongly di"gree Arongly agree 
. , 12 3) 4567 
things work at the new bank. 
26 1 am reluctant to change banks because I am 
familiar Strongly disagree 
Strongly agree 
. 123 4567 
with "how the system works" at my bank. 
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27. My bank provides me with particular privileges I would Strongly disagree Strwgh, agree i 
not receive elsewhere. 13 4 567 
28. There are several financial costs/charges I would incur Strongly disagree Strongly agree 
if I were to stop doing business with my bank. 12 -33 4 567 
29. There are certain benefits I would not retain if I were to Strongly disagree Strongly agree 
switch banks. 123 4 567 
30. 1 am not sure what the level of service would be if I Strongly disagree Strongly agree 
switched banks. 12 
33 4 567 
31. If I were to change banks, the service I might receive 
Strongly disagree StrMgly agree 
could be worse than what I have now. 
123 4 567 
32. For me, it would be risky to switch my bank since I 
Strongly disagree StrMgly agree 
would not know the quality of the service provided by 
123 4 567 
other banks. 
In this section, we would like to know your views about service aspects of your bank. In 
particular, we would like your impressions about your bank's service performance relative to 
your expectadons. Please indicate your opinion on each statement by circling the appropriate 
number. 
33. My bank provides services as promised. 
Much better About as Worse than 
than expected expected expected 
1 2 3 
34. My bank is dependable in handling customer's service 
Much better Aboutas Worse than 
d than expected expected expecte 
problems. 1 2 3 
35 My bank performs services right the first time. 
Much better Aboulas 
d 
Worse than 
d t . than expected expecte e expec 
1 2 3 
36 My bank provides services at the promised time. 
Much better 
d 
About as 
d 
Worse than 
x ected . than expecte expecte e p 
2 3 
37 My bank keeps customers informed about when 
Much better Aboutas 
t d 
Worse than 
ected ex . than expected expec e p 
services will be performed. 1 17 3 
38. My bank provides prompt service to customers. 
Much better 
than expected 
About as 
e\pected 
Worse than 
expected 
39. My bank is willing to help customers. 
Much better 
than expected 
Vxxa as 
e\pected 
Worse than 
expected 
3 
40. My bank is always ready to respond to customers' 
Much better 
than expected 
About as 
expected 
Worse than 
expected 
requests. 
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41 M b k . y an has employees who instill confid i Much b tt ence n e er About as Worse tJ= than expected expected expeaed 
customers. 
2 
42 M b . y ank makes customers feel safe in their Much better About as Worse thart 
transactions. 
than expected expected e-Veaed 
2 
43. My bank has employees who are consistently courteous. Much better About as Worse than dum expected expected expected 
44. My bank has employees who have the knowledge to Much better Abotd as Worse than than expected expected expected 
answer customer questions. 
45. My bank gives customers individual attention. Much better About as Worse than 
than expected expected expected 
3 
46. My bank has employees who deal with customers in a Much better About as Worse than than expected expected expected 
caring fashion. 
47. My bank has the customer's best interest at heart Much better About as Worse than . than expected expected expected 
I 1 3 
48. My bank has employees who understand the needs of Much better About as Worse than than expected expected expected 
their customers. 1 11 3 
49. My bank has convenient business hours Much better About as Worse than . than expected expected expected 
1 17 3 
50. My bank has modem equipment Much better Aboulas Worse than . than expected expected expected 
1 2 3 
51 My bank has visually appealing facilities Much better Aboutas Worse than . . than expected expected expected 
1 2 3 
52. My bank has employees who have a neat, professional 
Much better Aboutas Worse than 
than expected expected expected 
appearance. 1 2 3 
53. My bank has visually appealing materials associated 
Much better About as Worse than 
than expected expected expected 
with the service. 1 2 3 
We would now like to Mow about a specific service encounter, or interacti . on, or experi I ence 
with your bank. Therefore, please try to recall a specific occasion that was extremely 
important and most meaningfid to you. Please indicate your opinion on each statement bY 
circling the appropriate number. 
54.1 was delighted with my service experience on that 
Strongly disagree Strongly agrec 
234567 
particular occasion. 
". 64 
I r% r% IIL71ý0 on*; c-. r,, LA -: 4% +L- avýl V I%OV VAPCI IrMCC. YU UU 61 Y ulbawcc "Vrongly agree 
123 4 567 
56. 1 was satisfied with my decision to obtain service from Strongly disagrm Strongly 3 
my bank on that particular occasion. 12 33 4 56 7/ 
57. If I had to do it over again, I would not have gone to my Stronglydisagree, Strongly agree 
bank. 123, 4 567 
58. My decision to use my bank on that occasion was a Strongly disagree &rM&ly agree 
wise one. 12 -33 4 567 
59. 1 feel badly about my decision to use my bank on that 
Strongly disagme Strongly agree 
particular service. 123 4 567 
60. 1 was dissatisfied with that specific service experience. SIrongly disagree Strongly agree 
3 4 567 
61. 1 think I did the right thing by going to my bank on that 
Strongly Isagree Strongly agree 
123 4 567 occasion. 
62. 1 am not happy that I patronised my bank on that 
Strongly (fisagree Strongly agree 
particular time. 
123 4 5 
We would now like to know about your overall views regarding multiple service encounters 
and experiences with your bank. Please indicate your opinion on each statement by circling 
the appropriate number. 
63. Based on all ofyour own experience7 how satisfied 
overall are you with your bank's service? 
Verv dissatisfied 
12 33 4 
VM Satisfied 
56 7/ 
64. Based on all of my own experience with my bank, I am. 
Very dissatisfied Very sausfied 
1234 567 
65. Compared to other, similar banks that you have done 
Very dissatisfied Verv satisfied 
1234 567 
business with, how would you rate your satisfaction 
with your bank? 
66. In general, I am satisfied with my bank. 
Strongly disagree 
1 23 
bimgjy agree 
56 
In this section, we would like to know more about the level of involvement that you 
have with 
your bank In particular, how important and how committed 
do you, feelyou are with your 
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current bank for the services it is offering to you. Please inihcate your opinion on each 
statement by circling the appropriate number. 
67. Making use of my bank allows others to see me as I Strongly disagree Strongly agree 
would ideally like them to. 123 456 -1 
68. My bank helps me attain the type of standing I strive Sirongly disagree Strongly agree 
for. 123 4567 
69. 1 can make many connections or associations between Strongly disagree Strongly agree 
experiences of myself and my bank. 
12 33 4567 
70. 1 definitely have a "wanting" for my bank. Strongly disagree Strongly agree 
12 33 4567 
71. 1 use my bank to help define my image and identity. 
Strongly disagree Strongly agree 
123 4567 
72. 1 rate my bank as being of the highest importance to me. 
Slrongly disagree Strongly agree 
123 4567 
73. Because of my image and values, I feel that my bank 
Strongly disagree Strongly agree 
123 456 
ought to be important to me. 
74. The use of my bank helps me behave in the mumer that 
Strongly disagree: Strongly agree 
23 4567 
I would like to. 
75. Because of what others think, I feel that my bank should 
SIrongly disagree: Strongly agree 
23 4567 
be important to me. 
76. 1 could talk about my bank's products and services for a 
Strongly disagree Suongly agree 
23 4567 
long time. 
77. 1 understand the features of banking services well 
Strongly disagree Strongly agree 
23 4567 
enough to evaluate banks. 
78. My bank's product and services interest me. 
Strongly disagree Strongly agree 
123 4567 
79. When evaluating banks, I would examine a very long 
Strongly disagree Strongly agree 
123 4567 
list of features. 
80 Banks are all alike. 
Strongly disag= Strongly agree 
. 123 4567 
81 1 have a preference for one or more banks. 
Strongly disagrw Strongly agree 
. 123 4567 
82 1 have no need whatsoever for my bank. 
strcingly disagree Strongly agree 
. 23 4567 
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83. t am not at all familiar with my bank. Aron gi y (h sa gee Stronglý jgae 
2 3) 4 6 
84.1 usually go to the same bank. Stron &I y di sa gree 'Strongjý- agree 
12 6 
85. If I had made a choice to use a bank bef Stron! ýy diý, zisuoe Stron, -Jv agree ore actually 
making a commitment, I might easily change my 
4 :167 
intended choice upon receiving unfavourable 
information. 
86. If I received information that was contrary to my choice 
of a bank I would at all costs keep my choice. 
87. sIf my preferred bank in this class is not available, it 
makes little difference to me if I chose another bank. 
Strongly disagee Strongly agec 
12 31 567 
Strongiy disagree Strongly aa,: c 
67 
Finallv. we would appreciate if Vou can answer the followin_j! general questions 
regardinz vourself. - 
88. Please indicate your gender: 
Alfale ---. Female - -. 
89. Please indicate the range which best corresponds to your age 2 
19 and under -. '10 and 29 
30 and 39 40 and 49 
50 and 59 60 and 69 - 
70 and over 
90. Please indicate the length ofyour relationship with the present bank in number of 
years: 
91. Please indicateyour current marital status. 
Married Single 
Divorced ff"idowed -- 
Separated Other 
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APPENDIX C 
Univariate and Multivariate Normality 
The following lines were read from file C: \LISREL83\PHD2MOD2. PR2: 
! PRELIS SYNTAX: Can be edited 
SY=C: \LISREL83\PHD2MOD2. PSF 
OU MAý-CM XB XT 
Total Sample Size = 162 
Univariate Summary Statistics for Continuous Variables 
Variable 
-------- 
Mean 
---- 
St. Dev. 
-------- 
T-Value 
------- 
Skewness 
-------- 
Kurtosis 
-------- 
Minimum 
------- 
Freq. 
----- 
RAE 17.685 3.237 69.539 0.398 -0.413 10.000 1 
RL 8.506 1.680 64.438 0.351 -0.173 4.000 1 
TH 4.531 0.920 62.666 0.102 -0.216 2.000 3 
OSAT 16.630 3.054 69.303 -0.562 -0.229 7.000 1 
ALOY 41.932 8.511 62.708 -0.237 -0.422 19.000 1 
CLCYY 21.099 5.265 51.008 -0.621 -0.189 4.000 1 
EFFORT 22.815 7.006 41.448 -0.281 -0.535 5.000 2 
SCOSTS 14.722 4.975 37.667 0.192 -0.223 4.000 3 
CCOSTS 22.883 5.880 49.531 -0.177 -0.569 10.000 2 
ENSAT 49.519 11.011 57.242 -0.861 0.460 9.000 1 
IMPT 39.759 11.711 43.211 -0.018 0.002 9.000 2 
KNOW 18.506 4.662 50.530 0.010 -0.334 7.000 2 
Test of Univ-ariate Normality for Continuous Variables 
Skewness Kurtosis Skewness and Kurtosis 
Variable Z-Score P-Value Z-Score P-Value Chi-Square P-Value 
RAE 2.023 0.043 -1.111 0.267 5.328 0.070 
RL 1.902 0.057 -0.246 0.806 3.678 0.159 
TN 0.842 0.400 -0.383 0.702 0.856 0.652 
OSAT -2.362 0.018 -0.428 0.668 5.761 
0.056 
ALCYY -1.532 0.126 -1.147 0.252 3.661 
0.1'60 
CLOY -2.460 0.014 -0.296 0.767 
6.139 0.046 
EETORT -1.691 0.091 -1.652 0.099 
5.590 0.061 
SCOSTS 1.344 0.179 -0.409 0.683 1.972 0.373 
CCOSTS -1.272 0.203 -1.818 0.069 
4.922 0.085 
ENSAT -2.785 0.005 1.304 0.192 
9.459 0.009 
IMPT -0.168 0.867 0.266 0.790 
0.099 0.952 
KNOW 0.089 0.929 -0.798 0.425 0.645 
0.724 
Relative Multivariate Kurtosis = 1.123 
Test of Multiv-ariate Normality for Continuous 
Variables 
Skewness 
Value Z-Score P-Value 
------ ------- ------- 
22.029 7.222 0.000 
Kurtosis 
Value Z-Score P-Value 
------- ------- ------- 
22.679 5.623 0.000 
Histogram for Continuous Variables 
Frec. 
24.000 15 
12.000 11 
6.000 31 
21.000 17 
56.000 11 
28.000 19 
35.000 5 
28.000 1 
35.000 5 
63.000 21 
63.000 7 
28.000 4 
Skewness and Kurtosis 
Ch. i-Square P-Value 
---------- ------- 
83.772 0.000 
RAE 
Frequency Percentage Lower Class Limit 
3 1.9 10.000 :3 
3 1.9 -2 
15 9.3 12.800 OCID== 
12 7.4 14.200 : 100=12 
61 37.7 15.600 
11 6.8 17.000 
11 6.8 1-8.400 : ]E=- 
23 14.2 19.800 
5 3.1 211 . 
200 
18 11.1 22.600 
-, ()8 
RL 
Frequency Percentage Lower Class Limit 
1 0.6 4.000 
2 1.2 4.800 0 
14 8.6 5.600 : E1011000 
19 11.7 6.400 30110111100000 
65 40.1 7.200 
0 0.0 8.000 
is 11.1 8.800 000011CID000 
19 11.7 9.600 311000000CM 
13 8.0 10.400 : 3011=11= 
11 6.8 11.200 0001300 
TN 
Frequency Percentage Lower Class Limit 
3 1.9 2.000 :1 
0 0.0 2.400 
8 4.9 2.800 
0 0.0 3.200 
0 0.0 3.600 
82 50.6 4.000 20000=7=7 -------- 7 ----------------- 
0 0.0 4.400 
38 23.5 4.800 
0 0.0 5.200 
31 19.1 5.600 
OSAT 
Frequency Percentage Lower Class Limit 
2 1.2 7.000 0 
1 0.6 8.400 
4 2.5 9.800 1300 
15 9.3 11.200 00CEIM001100 
7 4.3 12.600 000011 
30 18.5 14.000 000000000000000001100000 
11 6.8 15.400 00000000 
48 29.6 16.800 
14 8.6 18.200 00000000DOD 
30 18.5 19.600 ODDOODDOODDOCIDOODOOO000 
ALOY 
Frequency Percentage Lower Class Limit 
2 1.2 19.000 00 
8 4.9 22.700 00000000 
6 3.7 26.400 000000 
a 4.9 30.100 00000000 
22 13.6 33.800 
35 21.6 37.500 000000000000000000000ocoooE, -JEEE== 
17 10.5 41.200 00000000000000 
25 15.4 44.900 
19 11.7 48.600 ý100=0000000000000 
20 12.3 52.300 
CLOY 
Frequency Percentage Lower Class Limit 
1 0.6 4.000 
1 0.6 6.400 
7 4.3 8.800 000000 
8 4.9 11.200 0000000 
7 4.3 13.600 0000011 
24 14.8 16.000 0011MOD0000000000000000 
20 12.3 18.400 
34 21.0 20.800 -- ----- 
21 13.0 23.200 
39 24.1 25.600 ----------- 
EFFORT 
Frequency Percentage Lower Class Limit 
3 1.9 5.000 000 
4 2.5 8.000 '10110 
10 6.2 11.000 0000000000 
15 9.3 14.000 DOOD0000DODMOD 
17 10.5 17.000 000000==00013 
25 15.4 20.000 : 1,03[locC3030000003--jo =L. 
27 16.7 23.000 : ]c]oc]c]c][]omc]c]oDCID=7, ý"=7----, E: 
27 16.7 26.000 : ]D1ICI0DDMDCIDCI=00D00: 3M= 
12 7.4 29.000 7, E1100000 
22 13.6 32.000 DC]DOC]CIDDE10000000=0C 
269 
SCOSTS 
Frequency Percentage Lower Class Limit 
6 3.7 4.000 : 13000 
14 8.6 6.400 1111000000= 
22 13.6 8.800 
23 14.2 11.200 
41 25.3 13.600 - ----- 22 13.6 16.000 - ý: 117. 
14 8.6 18.400 EjOOOOOOOC= 
12 7.4 20.800 00000111100110 
4 2.5 23.200 ar 
4 2.5 25.600 000 
CCOSTS 
Frequency Percentage Lower Class Limit 
6 3.7 10.000 000000 
13 8.0 12.500 E1OOOE=nnnr-rr1 
15 9.3 15.000 =00000CI3= 
12 7.4 17.500 OODDODCID= 
25 15.4 20-000 0000 DDOODDOODOCIODDEI=, 
22 13.6 22.500 1100000000110 DO= 
33 20.4 25.000 0000000000011n FjCji[3[: =. 
14 8.6 27.500 000000000001300 
15 9.3 30.000 0000011000000= 
7 4.3 32.500 OOCE= 
ENSAT 
Frequency Percentage Lower Class Limit 
1 0.6 9.000 
0 0.0 14.400 
5 3.1 19.800 000 
4 2.5 25.200 000 
8 4.9 30.600 0001100 
14 8.6 36.000 00000000DO 
24 14.8 41.400 000=MDOOODD= 
29 17.9 46.800 00000001300000COOD00000 
27 16.7 52.200 
50 30.9 57.600 
INPT 
Frequency Percentage Lower Class Limit 
5 3.1 9.000 001300 
3 1.9 14.400 000 
6 3.7 19.800 000000 
12 7.4 25.200 000=00000 
30 18.5 30.600 
37 22.8 36.000 
30 18.5 41.400 
14 8.6 46.800 00000000000000 
10 6.2 52.200 0000000000 
is 9.3 57.600 0000000000=0 
KNOW 
Frequency Percentage Lower Class Limit 
4 2.5 7.000 0000 
7 4.3 9.100 0000000 
a 4.9 11.200 00=00 
22 13.6 13.300 
28 17.3 15.400 
29 17.3 17.500 
23 14.2 19.600 
17 10.5 21.700 
10 6.2 23.800 0000110= 
is 9.3 25-900 C]CIC]CICIE1000000000 
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APPENDIX D 
Missing Data and Hampel's M-Estimators 
Construct Indicator 
Variables 
Number of 
Missing 
Data 
Hampel's 
M-Estimators Adjusted 
Service Loyalty BU 1 5.19 5 
BL4 1 5.09 5 
AL6 1 5.21 5 
AU 1 4.91 5 
AL8 1 5.53 6 
GML13 9 5.89 6 
GML14 9 5.98 6 
Switching Costs FHSC15 1 5.22 5 
FUSC17 1 4.83 5 
STSC18 1 5.05 5 
STSC19 2 4.45 4 
STSC20 1 4.31 4 
STSC21 1 4.50 4 
STSC22 1 3.10 3 
SRSC23 1 2.87 3 
SRSC24 1 4.37 4 
LSC25 1 5.09 5 
CLSC28 1 3.55 4 
CLSC29 2 4.17 4 
CYSC32 1 4.39 4 
Encounter Satisfaction ENSAT56 1 5.51 6 
ENSAT62 1 5.63 6 
Overall Satisfaction OVSAT65 1 5.43 5 
Involvement IMDN68 1 4.79 5 
RvflN-V69 1 4.66 5 
MNV70 1 4.47 4 
MNV72 1 4.57 5 
M[11, -W73 1 4.77 5 
rMEW75 2 4.39 4 
KNINV78 1 5.26 5 
BPIN'V83 1 6.07 6 
COMINV85 2 4.78 5 
Total 57 52 
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APPENDIX F 
Lisrel Syntax for the Constructs 
TI SWITCHING COSTS confirmatory factor analysis 
DA NI= 14 NO= 162 NG= I MA=C M 
LA 
FHSC 16 FHSC 17 STSC 18 STSC 19 STSC20 STSC-' I SRSC-'-' SRSC2-3 ) SRSC24 LSC25 LSC26 CLSC29 CYSC30 CYSC32 
CM FI=SC. COV 
SE 
123456789 10 11 12 13 14 
MO NX=14 NK=3 LX=FU, Fl PH=SY, FR TD=DI, FR 
LK 
Effort Scosts Ccosts 
FR LX(I, 1) LX(2,1) LX(3,1) LX(4,1) LX(5,1) LX(6,2) LX(7,2) LX(8,2) 
FR LX(9,2) LX(I 0,2) LX(I 1,3 )) LX(12,3) 
FR LX(I 3,3) LX(I 4,3) 
FR PH(I, 1) PH(2,2) PH(3, ) 
PD OU ME=MFL RS AD=OFF 
TI ENCOUNTER SATISFACTION confirmatory factor analysis 
DA N1=9 NO= 162 NG= I NIA=CM 
LA 
ENSAT54 ENSATJ-555 ENSAT56 ENSAT57 ENSAT58 ENSAT59 F-NSAT60 
ENSAT61 ENSAT62 
CM FI=ESAT. COV 
SE 
1-23456789 
MO NX--9 NK=l LX=FU, Fl PH=SY, FR TD=DI. FR 
LK 
Esat 
FR LX(l, 1) LX(2,1) LX(' )ý 1) LX(4,1) LX(5,1) LX(6,1) LX(7,1) LX(8,1) LX(9,1) 
PD OU ME=ML RS AD=OFF 
TI INVOLVEMENT confirmatory factor analysis 
DA NI=13 NO=162 NG--I 'V]A=CNI 
LA 
'7ý 1 
fNIINV6 7 IMINV68 lJVtIN-V69 fMINV70 INRW71 L%I I N' v, - -'%, I 
I NV7 5 IN II\ V7-1 
LMINV75 
KiNfW76 KNTN-V77 KNTNV78 KNINV70 
CM Fl=fN-VOL. COV 
SE 
12 33 456789 10 11 12' 13 
MO NX=1'3 NK=-' LX=Fi--, Fl PH=SN. FR TD-SY 
LK 
Importance Knowledge 
FR LX(I. 1) LX(2,1) LX(-'), 1) LX(4,1) LX(' - 
1) LX(6, 'I) ! -, 
X('-, 1) LY(S. 1) ', -X(, ), I 
FR LX(I 0,2) LX(I 1-2) LX(I 
PD Of-'ME=iML RS AD=OFF AL MI 
TI SERVICE QUALITY confirmatory factor analysis 
DA Nl= 14 NO= 162 NG= I MA=CM 
LA 
ASSQ41 ASSQ42 ASSQ4-33 ASSQ44 EMSQ45 EMSQ46 EMSQ47, EMSQ48 
RLSQ35 RLSSQ36 RSSQ37 RSSQ38 TN-SQ50 TNSQ52 
CM FI=SQUAL. COV 
SE 
123456789 10 11 12 13 14 
MO NX=14 NIK=3 LX=F-U, Fl PH=SY, FR TD=131,, ý 
LK 
RAE RL TN 
FR LX(1,1) LX(2,1) LX(3,1) LX(4,1) LX(5,1) LX(6,1) LX(7,1) LX(8,1) 
FR LX(9,2) LX(I 0,2) LX(I 1,2) LX(l 2,2 
_) 
LX(I -3 3 _3 3) LX(l 4,3 3) PD OU ME=MEL RS AD=OFF 
TI OVERALL SATISFACTION confirmatory factor analysis 
DA N1=3 NO= 162 NG= I MA=CM 
LA 
OVSAT63 OVSAT65 OVSAT66 
CM FI=OSAT. COV 
SE 
12 33 
MO NX=3 NK=1 LX=FU, Fl PH=SY, FR TD=DI, FR 
LK 
Ovsat 
FR LX(1,1) 
FR LX(2,1) LX(3,1) 
PD OU M[E=NIL RS AD=OFF 
TI SERVICE LOYALTY confirmatory factor analysis 
DA Nl= 12 NO= 162 NG= I NIA=: C N1 
LA 
BLI BL2 BU BL4 BL5 AL6 AL7 ALS CL9 CLIO CLI I CL12 
CM FI=LOY. COV 
SE 
1 233 456789 10 1112 
MO NX=1'7 NK=2 LX=FU, Fl PH=SY. FR TD=DI, FR 
LK 
Aloy Cloy 
FR LX(I, 1) LX(6-, 1) LX(A, 1) LX(4,1) LX(-. 1) LX(6ý 1) LX(7,1) LX(8,1) 
FR LX(9,2) LX(I 0,2) LX(I 1,2) LX(I 2. 
PD OU ME=, ML RS AD=OFF 
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APPENDIX G 
Involvement Scales by Jensen , Carlson and Tripp (1989) 
67 My use of this product allows others to see me as I would ideally like them to see me. 
68 This product helps me attain the type of life I strive for. 
69 1 can make many connections of associations between experiences 
in my life and this product. 
70 1 definitely have a "wanting" for this product. 
71 1 use this product to help define the "I" and "me" within myself 
72 1 rate this product as being of the highest important to me 
personally. 
73 Because of my personal values, I feel that this is a product that 
ough to be important to me. 
74 Use of this product helps me behave in the manner that I would 
like to behave. 
75 Because of what others think, I feel that this is a product that 
should be important to me. 
76 This is a product I could talk about for a long time. 
77 1 understand the features well enough to evaluate the brands. 
78 This is a product that interests me. 
79 If evaluating brands in this class- I would exanune a %, e-,,, long list 
of features. 
80 Most of the brands in this product class are all alike. 
81 1 have a preference for one or more brands in this product class. 
82 This is a product for which I have no need whatsoever 
I am not at all familiar with this product. 81 
'thin this product c 84 1 usually purchase the same brand wl L : ass 
170 
85 If I had made a brand choice in this product cilass before actually 
making the purchase, I rniiaht easily change my intended choice 
upon receiving discrepant information. 
86 If I received information that was contrary to my choice in this 
product class I would - at all costs - keep mv choice. 
87 If my preferred brand in this product class is not available at the 
store , it makes 
little difference to me if I choose another brand. 
I can protect myself from acknowledging some basic truths about 
myself by using this product. 
*1 This item was not included in the questionnaire. 
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